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MORNING HOUR DEBATES

The SPEAKER. Pursuant to the
order of the House of January 19, 1999,
the Chair will now recognize Members
from lists submitted by the majority
and minority leaders for morning hour
debates. The Chair will alternate rec-
ognition between the parties, with each
party limited to 25 minutes, and each
Member except the majority leader,
the minority leader or the minority
whip limited to 5 minutes, but in no
event shall debate continue beyond 9:50
a.m.

The Chair recognizes the gentleman
from Oregon (Mr. BLUMENAUER) for 5
minutes.

ELECTION DAY 1999

Mr. BLUMENAUER. Mr. Speaker,
today the issue for the 2000 election is
being previewed from coast to coast,
that experts term a sleeper issue, hid-
den just below the surface. That issue,
Mr. Speaker, is a welcome change from
the nasty and sometimes incomprehen-
sible partisan politics that have char-
acterized contemporary campaigns.
The issue instead is one that is posi-
tive, inclusive, that brings people to-
gether rather than driving them apart
for partisan advantage. That issue, of
course, is related to livable commu-
nities.

How do we make our families safe,
healthy and economically secure? Here
in the Washington, D.C. metropolitan
area, we in Congress have been witness
just across the river in Northern Vir-
ginia to a variety of spirited cam-
paigns. The hot button issues of these
campaigns have been transportation,
congestion, air pollution, unplanned
growth and gun violence.

At the other end of the country,
there are a variety of initiatives that
are local responses to the State of Cali-

fornia’s refusal to have planned State-
wide growth management in place.
Citizens want more control and pre-
dictability.

In the State of Colorado, voters are
increasingly concerned about the qual-
ity of life issues facing metropolitan
Denver. This is understandable when
we realize that just a couple of years
ago, Colorado citizens discovered that
the plans for their urbanized metro-
politan Denver would sprawl more than
a thousand square miles. That is bigger
than Los Angeles, San Diego, Sac-
ramento, San Francisco, San Jose and
Long Beach combined.

Today with even a modestly pared
down growth management approach
and voluntary compliance, Denver is
facing a significant referendum for
both highway construction and, paired
with a light rail referendum, both are
expected to pass.

In the State of New Jersey, the
State-wide Transportation and Local
Bridge Bond Act of 1999 will be public
question number 1 on Tuesday’s ballot.
This is coming hard on the heels of
Governor Christine Todd Whitman’s
pronouncement that the theme of her
second term as governor would be liv-
able New Jersey. The already-approved
open space bond in New Jersey has re-
ceived strong support from transit and
environmental groups. The New Jersey
transportation Commissioner James
Weinstein has pledged repeatedly that
the dollars from this bond measure will
be directed towards fixing existing in-
frastructure and not used to add new
sprawl and traffic-inducing projects.

Greg Meyer of the tri-State transpor-
tation campaign was quoted as saying,
“If you build it, they will come. If you
fix it, they will remain. Preserving the
transportation we have already got is
the means to focus growth in already-
developed areas without encouraging
sprawl in the fringe. The bond plan fol-
lows this principle.”

Mr. Speaker, time does not permit
me to deal with even the highlights of

initiatives in Arizona, Florida, Maine,
Maryland, Michigan, Minnesota, Ohio,
Pennsylvania, Texas or Washington
State.

I do want to note that the State of
Wisconsin just enacted the ‘‘growing
smart’’ law, which is that State’s first
comprehensive growth management
act. As one who came to Congress dedi-
cated to having the Federal Govern-
ment promote closer relations pro-
moting livability, being a better part-
ner, | am excited by what we are seeing
from coast to coast. It is time for us in
Congress to do our part, whether it is
making the post office obey local land
use laws and zoning codes, having the
Federal Government lead by example
with GSA or fully funding the Land
and Water Conservation Act or reform-
ing the national flood insurance pro-
gram so that we no longer are sub-
sidizing people who are living where
God does not want them.

I am looking forward to seeing the
results of today’s election and | am ex-
cited for the election to come, because
I think livability issues will continue
to be the issues that Americans care
about, and once again the citizens will
be leading the political leaders.

END AMERICAN TAX SUBSIDIES
FOR DRUG DUMPING

The SPEAKER pro tempore (Mr.
Ose). Under the Speaker’s announced
policy of January 19, 1999, the gen-
tleman from Texas (Mr. DOGGETT) is
recognized during morning hour de-
bates for 5 minutes.

Mr. DOGGETT. Mr. Speaker, we have
all seen the heartbreaking stories of
huddled masses of refugees after a
flood or hurricane, a civil war, a nat-
ural or manmade disaster, searching
for food and water and lost family
members. It warms our hearts to hear
of international aid efforts, frequently
led by America, to provide those in
need with the assistance that they re-
quire. Congress decided long ago that
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we should reward these outreach ef-
forts through generous tax deductions
for property or items that are donated
to help those most in need, even if the
recipients are at the four corners of our
world.

While many of these efforts are truly
commendable, like those of the Inter-
national Red Cross, others simply rep-
resent the dumping of worthless prod-
ucts. Under the title, “In a Wave of
Balkan Charity Comes Drug Aid of Lit-
tle Use,” the New York Times reported
this very summer how camps filled
with refugees from Kosovo received
anti-smoking inhalers and hemorrhoid
treatments instead of much-needed
antibiotics.

The Times reported that ‘‘the out-
pouring of aid from corporate America
and elsewhere for more than a million
refugees who flooded into Albania and
Macedonia during the war was indeed
vast and included many badly-needed
medicines. But the World Health Orga-
nization said about one-third to half of
all of the shipments were inappropriate
and likely to gather dust in warehouses
or be destroyed at government ex-
pense.”’

Should American taxpayers subsidize
the donations of wuseless pharma-
ceutical products to foreign countries?
I think the question really answers
itself, but this practice continues to
occur, encouraged by our U.S. tax laws.
Normally when a corporation donates
property it may deduct its cost to
produce the item.

To encourage donations to a charity
for needy causes, as is the case for
these drugs that are destined for for-
eign relief, our tax laws permit a cor-
poration to receive twice its basis.
That is fine when the drugs are useful,
but it is totally unjustified when they
are worthless. I am filing legislation
today to prevent this abuse of the en-
hanced charitable deduction for over-
seas contributions of worthless drugs,
and some 50 of my colleagues are join-
ing me in this effort.

A recent study by the Harvard
School of Public Health entitled An As-
sessment of U.S. Pharmaceutical Dona-
tions concluded that up to 40 percent of
the drugs that are sent abroad were not
requested and that about one third had
less than a year of usefulness remain-
ing. This is not a new problem. The
New England Journal of Medicine had
previously described a similar situa-
tion surrounding the misery in Bosnia.
After analyzing about 30,000 metric
tons of drugs and medical materials do-
nated over a 4-year period, the Journal
of Medicine study concluded, ‘“in total,
we considered 50 to 60 percent of all the
medical supplies donated to Bosnia and
Herzegovina to be inappropriate.”” Over
one-third of these donations consisted
of the dumping of large quantities ‘‘of
useless or unusable drugs.” They even
included medicine for leprosy, a disease
not found in these countries, and this
is a problem not limited to the Bal-
kans. It stretches from Armenia to
Papua New Guinea.
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Yet our existing law continues to en-
courage and subsidize such contribu-
tions. We should stop this now with
straightforward amendments to the In-
ternal Revenue Code. These amend-
ments would include requiring that
there be one year of good shelf life re-
maining as specified by Food and Drug
Administration regulations, that drugs
be labeled in a manner understandable
to foreign health professionals, and
that charities assure the drugs that are
sent are drugs that are requested and
needed by the foreign recipient.

Said one World Health Organization
official, “if you overload people with
things that they do not recognize and
do not know how to use, you’re not
helping.”” And indeed to those in need
around the world, the dumping of use-
less drugs is actually worse than no
help at all, since such toxic junk must
be destroyed by those most in need.

The Journal of Medicine study esti-
mated that the cost of destroying 17,000
tons of inappropriate drug donations in
the Balkans reached $34 million. That
is $34 million wasted, some of which
went to destroy drugs subsidized by
American taxpayers that never should
have been sent in the first place.

The bill that | am filing today has re-
ceived the support of the Partnership
for Quality Medical Donations, a group
consisting of a number of major phar-
maceutical companies and inter-
national relief agencies.

The provisions of this bill are drawn
from the drug donation guidelines of
the World Health Organization. These
guidelines and this bill incorporate
what are really the ‘“‘best practices’ of
industry at present, but we incorporate
these into Federal tax law. Some com-
panies have been singled out for public
praise, and rightly so, but U.S. tax laws
provide an incentive for foreign dump-
ing that must end. Let us stop reward-
ing those who have been more inter-
ested in obtaining a tax deduction than
helping those who are truly in need.
Let us stop the tax subsidies for drug
dumping.

MICROENTERPRISE DEVELOP-
MENT, THE TIME HAS COME TO
SUPPORT HARD-WORKING AMER-
ICANS

The SPEAKER pro tempore. Under
the Speaker’s announced policy of Jan-
uary 19, 1999, the gentlewoman from
Maryland (Mrs. MORELLA) is recognized
during morning hour debates for 3 min-
utes.

Mrs. MORELLA. Mr. Speaker, this
seemed like a good opportunity to call
attention of this body to a bill that |
think is worthy of consideration and
passage. From Bangladesh to Guate-
mala, one of the most exciting strate-
gies for fighting poverty in developing
countries is microenterprise develop-
ment. For poor women especially, the
practice of extending very small loans
and improving access to financial serv-
ices has revolutionized the lives of poor
people and the way in which we think
about poverty-focused development.
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We are now learning that microenter-
prise development can transform the
lives of poor Americans as well. The
time has come for us to provide the
same support to these hard-working
Americans that we have provided so
successfully to millions of people
around the world.

The program for investment in
microentrepreneurs, called the PRIME
Act of 1999, which is H.R. 413, sponsored
by my colleagues the gentleman from
lowa (Mr. LEACH) and the gentleman
from Illinois (Mr. RusH), and | am a co-
sponsor, that provides us with an op-
portunity to do just that.

Unlike developing countries where
access to credit is the biggest obstacle
to poor entrepreneurs, American entre-
preneurs face significant challenges to
access the training and the technical
assistance that is necessary to navi-
gate the complex American economy.
Though poor entrepreneurs may al-
ready have a business idea and a will-
ingness to work hard, they may lack
the financial and business skills that
are necessary to turn a good idea into
a sustainable business.

Very often, a little training and tech-
nical assistance can be the difference,
the difference between success and fail-
ure, between food on the table and an
evening of hunger. The PRIME Act can
be a catalyst for such change. | hope
this body will consider it and pass it.

RECESS

The SPEAKER pro tempore. Pursu-
ant to clause 12 of rule I, the Chair de-
clares the House in recess until 10 a.m.

Accordingly (at 9 o’clock and 14 min-
utes a.m.), the House stood in recess
until 10 a.m.

0O 1000
AFTER RECESS

The recess having expired, the House
was called to order by the Speaker pro
tempore (Mrs. BIGGERT) at 10 a.m.

PRAYER

The Chaplain, the Reverend James
David Ford, D.D., offered the following
prayer:

Let us pray using the words of St.
Francis:

Lord, make us
peace.
Where there
love;

where there is injury, pardon;
where there is discord, union;
where there is doubt, faith;
where there is despair, hope;
where there is darkness, light;
where there is sadness, joy.
Grant that we may not so much seek
to be consoled as to console;
to be understood as to understand;
to be loved as to love.
For it is in giving that we receive;
it is in pardoning that we are par-
doned; and

instruments of Your

is hatred, let us sow
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it is in dying that we are born to
eternal life.
Amen.

THE JOURNAL

The SPEAKER pro tempore. The
Chair has examined the Journal of the
last day’s proceedings and announces
to the House her approval thereof.

Pursuant to clause 1, rule I, the Jour-
nal stands approved.

PLEDGE OF ALLEGIANCE

The SPEAKER pro tempore. Will the
gentleman from North Carolina (Mr.
BALLENGER) come forward and lead the
House in the Pledge of Allegiance.

Mr. BALLENGER led the Pledge of
Allegiance as follows:

I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under God,
indivisible, with liberty and justice for all.

PRIVATE CALENDAR
The SPEAKER pro tempore. This is
Private Calendar day.
The Clerk will call the first indi-
vidual bill on the Private Calendar.

BELINDA McGREGOR

The Clerk called the Senate bill (S.
452) for the relief of Belinda McGregor.

Mr. SENSENBRENNER. Madam
Speaker, | ask unanimous consent that
the bill be passed over without preju-
dice.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Wisconsin?

There was no objection.

RICHARD W. SCHAFFERT

The Clerk called the bill (H.R. 1023)
for the relief of Richard W. Schaffert.

Mr. SENSENBRENNER. Madam
Speaker, | ask unanimous consent that
this bill be passed over without preju-
dice.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Wisconsin?

There was no objection.

WILD HORSE MANAGEMENT: A
BETTER WAY

(Mr. GIBBONS asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. GIBBONS. Madam Speaker, more
than half of this Nation’s wild horse
population and burro population roams
free over the rangelands of Nevada. But
the State of Nevada has little or no au-
thority over the management of these
herds because wild horse and burro
management rests solely with the Bu-
reau of Land Management, mostly here
in Washington, D.C.

Unfortunately, the BLM’s manage-
ment has proven to be highly ineffec-
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tive and terribly destructive to both
the rangeland and to these animals.

Wild horses and burros are causing
havoc and destruction on Nevada’s
rangelands through overgrazing and de-
struction of riparian areas. Many ani-
mals simply are starving to death be-
cause the land cannot physically sus-
tain them.

These horses and burros may not be
the brightest animals on the farm, but
neither is the bureaucracy here in
Washington, D.C. The failure of this
current management system is obvious
to many Nevadans.

Clearly, the current Federal bureauc-
racy is doing more harm than good,
and a change needs to be made. Con-
gress needs to act to pass H.R. 2874, the
Wild Horse and Burro Preservation and
Management Act.

Madam Speaker, | yield back what-
ever common horse sense may remain
in the BLM’s management policy.

STRENGTHEN SOCIAL SECURITY
SYSTEM RATHER THAN JUST
TALK ABOUT IT

(Mr. CARDIN asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. CARDIN. Madam Speaker, we
began this session of Congress in Janu-
ary with much hope of improving our
Social Security system and strength-
ening it. Both Democrats and Repub-
licans talked about making that our
top priority. Well, Madam Speaker, we
are now near the end of this session of
Congress, and we have not lived up to
our commitments to our seniors.

In January, we talked about extend-
ing the Social Security Trust Fund.
Now, when we look at what is going to
be done, we will not extend the sol-
vency of the Social Security Trust
Fund by one day.

The Republican leadership is trying
to change the subject. But our seniors
understand what is happening. It was
our responsibility to act on Social Se-
curity this year, and we are not going
to do it.

The President has sent up proposals
that would extend the solvency of the
Social Security system by 16 years.
That is a good first step. We should
pass that. Then we should work to-
gether as Democrats and Republicans
to strengthen our Social Security sys-
tem rather than just talking about it.

MINIMUM WAGE HIKE IS
UNNECESSARY

(Mr. KNOLLENBERG asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. KNOLLENBERG. Madam Speak-
er, | rise today to remind my col-
leagues of a few reasons that a min-
imum wage hike is unnecessary. Rais-
ing the minimum wage harms the very
people that it is supposed to help.

U.S. Census figures show that the av-
erage income of minimum wage em-
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ployees increases by 30 percent within 1
year of employment. Why? Because, as
these workers spend time in the work-
place, they accumulate more skills and
increase their own value. Just plain
common sense.

That is why less than 3 percent of
employees above the age of 30 work at
the minimum wage. The longer they
are in the work force, the more money
they make.

Madam Speaker, there are better
ways to empower the poorest and least
skilled in our society. Tax incentives
for working Americans and businesses
are just one way. Raising the minimum
wage is clearly the wrong way.

I urge my colleagues to keep these
important factors in mind as the House
debates a minimum wage hike in the
future.

SENIORS DISAPPOINTED WITH
FAILURE TO SOLVE SOCIAL SE-
CURITY SOLVENCY BEFORE
CLOSE OF CONGRESS

(Mr. GEORGE MILLER of California
asked and was given permission to ad-
dress the House for 1 minute and to re-
vise and extend his remarks.)

Mr. GEORGE MILLER of California.
Madam Speaker, think how dis-
appointed the American public must be
as they see the Congress coming to a
close in the next couple of weeks and
how it has failed to address the prob-
lems of Social Security, to extend the
solvency of Social Security, to deal
with the fundamental reforms that are
necessary so that Social Security will
be there for us, for our children and our
grandchildren; and then to find out,
not only have they failed to extend the
solvency of Social Security, but the
Republicans have made a conscience
decision to dip into the trust funds.

As we were told at the end of last
week by the Congressional Budget Of-
fice, some $17 billion has been taken
out of the Social Security Trust Funds
to finance the gimmicks that the Re-
publicans have put together to try and
pass the budget, a budget that has yet
to pass.

Think of the disappointment of the
American public when they learn this
most fundamental program, this most
important program to the retirees of
our Nation has been given this kind of
treatment during this session as the
Republicans get ready to leave this
town and to end this Congress. Not
only have they spent the Social Secu-
rity Trust Fund, but they have also
failed to deal with prescription drug
benefits and with the minimum wage.

SENIORS WILL BE DISAPPOINTED
WITH CONGRESSIONAL RECORD
THIS YEAR

(Mr. BARTLETT of Maryland asked
and was given permission to address
the House for 1 minute and to revise
and extend his remarks.)

Mr. BARTLETT of Maryland. Madam
Speaker, as we prepare to finish our
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work in Washington and return home
to our districts, we know we will have
to explain our record here in Congress.
It looks as though we will return to our
seniors with terrible news. We will tell
them that while the House passed a So-
cial Security Lockbox Protection bill
on May 26, this bill to permanently
stop the raid on Social Security funds
has been held hostage in the other body
now for a total of 159 days.

We will have to explain to our seniors
that some big spenders in Washington
want to continue the raid on Social Se-
curity funds. We stopped the raid this
year, but it was not easy. That is why
the lockbox bill is so important. It will
make it easier to stop the raid in fu-
ture years.

I hope President Clinton and all the
outside interest groups that say they
speak for the interest of American sen-
iors will join me in supporting lockbox
protection for the Social Security
Trust Fund.

ENFORCE EXISTING GUN LAWS; DO
NOT CODDLE GUN VIOLATORS

(Mr. TRAFICANT asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. TRAFICANT. Madam Speaker,
the White House wants more gun con-
trol. Janet Reno wants more gun con-
trol. But something just does not add
up, Madam Speaker. In the last 5 years,
prosecution of gun violators dropped 50
percent. Gun violators serve 25 percent
less time in jail, and many pardons
were granted for gun violators.

Now think about it. Fewer prosecu-
tions, early releases, pardons, but the
White House wants more gun control.
Beam me up, Madam Speaker.

America does not need more gun con-
trol. America needs the White House to
enforce the gun laws we already have.
I yield back all the coddling of these
gun violators by this administration.

BLACKHAWK HELICOPTERS
FINALLY ARRIVE IN COLOMBIA

(Mr. BALLENGER asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. BALLENGER. Madam Speaker,
on Sunday, October 31, 1999, the first
three of six of the long awaited
Blackhawk helicopters crossed into Co-
lombian airspace, returning from ex-
tensive training in the U.S. The chop-
pers were later received by the Direc-
tor General, the legendary drug fighter
Jose Serrano and his anti-drug unit at
their air base near Bogota, where they
train drug fighting pilots from all
across Latin America.

After years of waiting for the Clinton
administration to get off the dime and
help our beleaguered neighbor just 3
hours from Miami, which produces 80
percent of the world’s cocaine and 75
percent of the heroin sold in the United
States, the GOP-led anti-drug package
from last year finally arrived.
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DEMOCRATS WANT TO EXTEND
LIFE OF SOCIAL SECURITY
TRUST FUND

(Ms. SCHAKOWSKY asked and was
given permission to address the House
for 1 minute.)

Ms. SCHAKOWSKY. Madam Speaker,
if it were not so serious, it would be
funny. The Republican Party, the
party that never believed in Social Se-
curity, is now posing as its savior.
They say Democrats are raiding Social
Security, running ads that we are
stealing from Social Security. It is a
joke.

First, the Republican budget has al-
ready spent about $17 billion in the So-
cial Security surplus. All the experts
and accountants agree. They have done
what they accuse the Democrats of
doing.

Second, this entire debate is a hoax,
and they know it. When one puts one’s
money into a savings account, does one
think it just sits there? No. The bank
uses one’s money and pays one inter-
est. That is not stealing.

It is the same with Social Security.
The trust fund is either used for pro-
grams or to pay down the debt. Interest
is paid back in the fund. The Repub-
licans are desperately trying to cover
up the fact that, unlike the Democrats,
they have no plan to extend the life of
Social Security, and that is the ugly
truth.

IF DEMOCRATS WILL HELP, WE
CAN SAVE SOCIAL SECURITY

(Mr. KINGSTON asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. KINGSTON. Madam Speaker, it
is very interesting to hear all these
Democrats who voted no on the appro-
priation bills because we were not
spending enough now saying that we
are taking money out of Social Secu-
rity. Hello. Where does the extra
money come from? | will yield the floor
to any Democrat who can tell me. If
they do not want to get it out of Social
Security, where are they getting the
money from? Hello. Hello. Silence,
what | thought. Just what | thought.

Here is the words of the President’s
advisor: “The key goal of the Repub-
licans is not to spend Social Security
surplus.” That is from their own Demo-
crat advisor.

Now, what is our alternative? To get
1 cent out of each dollar. I am a father
of four. Do my colleagues know what,
we have to cut our budget weekly. We
have to come up with more money.
Usually when we are looking at a dol-
lar, we have to get a quarter or 35 cents
out of it. If | had to cut a penny out, it
would be easy. But that is what we are
doing.

All the Democrats now are crying
and screaming there is no waste in gov-
ernment. What about when the Presi-
dent went to Africa and spent $42.8 mil-
lion and took 1,300 of his closest
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friends? | think there is a lot of waste
in government. If we can get the Demo-
crats to help us, we can save Social Se-
curity and quit spending it.

THE DO-HARM CONGRESS

(Ms. NORTON asked and was given
permission to address the House for 1
minute and to revise and extend her re-
marks.)

Ms. NORTON. Madam Speaker, this
will be remembered as less than a do-
nothing Congress. It is the do-harm
Congress, because we are squandering a
unique opportunity to begin fixing So-
cial Security and Medicare.

When my colleagues cannot even get
out 13 appropriations, the minimum
work that Congress does, they simply
ought to retire and go home.

Last week we flattened the smallest
appropriation, D.C., by loading the
Labor-HHS on its back just to get it to
the White House because the majority
could not pass it. The unfairness of the
maneuver is matched only by the in-
competence of the majority it exposes.

Shame on the Congress. But greater
shame is the long-term damage the Re-
publicans are doing to Social Security.
They are locking it in a box; and in-
side, they are letting Social Security
wither and die.

The Republicans are selling out the
largest generation in this century as
their old age approaches. May the baby
boomers have their revenge before it is
too late.

SOCIAL SECURITY PLAN OF THE
PRESIDENT

(Mr. OSE asked and was given per-
mission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. OSE. Madam Speaker, | rise
today again to make a point of the So-
cial Security plan that the President
has put forward.

We have heard much in terms of the
ballyhoo about the President’s plan, of
which | have a copy and which will be
reviewed at the Committee on Ways
and Means on Thursday. With great re-
spect to my friends on the other side, |
am curious whether or not they sup-
port the President’s plan to save Social
Security. Before they answer, be care-
ful, because | will tell them, having
read it and read it carefully, it requires
a reduction in the discretionary out-
lays for appropriations.

This is the leader on their side of the
aisle saying we are going to cut appro-
priations. Given the situation we have
today where we cannot even come to
even a nominal reduction, how are we
going to achieve that?

Madam Speaker, the numbers do not
add up with the President’s Social Se-
curity plan. | urge each of my col-
leagues to read it very carefully.
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If we support it, we are supporting a
reduction in discretionary appropria-
tions of significant nature. Read it
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carefully. The President’s plan does
not add up.

SOCIAL SECURITY

(Ms. BALDWIN asked and was given
permission to address the House for 1
minute and to revise and extend her re-
marks.)

Ms. BALDWIN. Madam Speaker, sen-
iors everywhere are concerned about
the future of Social Security, not out
of selfishness, they know it will be
there for them, but out of concern for
future generations.

Social Security is not just a commit-
ment we made to our seniors, it is a
commitment we made to families. It
allowed so many seniors to remain fi-
nancially independent long after re-
tirement, ensuring that they would not
become a financial strain for their chil-
dren.

We want future generations to have
every opportunity. The best education,
quality health care and a good job, and
we want them to know that programs
like Social Security will be there when
they retire.

And yet after all the rhetoric we
have heard about protecting Social Se-
curity, the Republican Congress has
failed to enact legislation to extend
Social Security by even one day. |
know that there are many grand-
mothers like my own who are looking
to us right now. Let us work together
to make it happen.

BOTH PARTIES WANT TO HOLD
SOCIAL SECURITY SACROSANCT

(Mr. TANCREDO asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. TANCREDO. Madam Speaker, it
is truly heartening to hear the discus-
sion today about Social Security; both
sides talking about Social Security,
both sides talking about saving Social
Security, both sides extolling the vir-
tues of holding Social Security sac-
rosanct. Madam Speaker, that is the
first time those words have been heard
for the last 40-some years.

When the Democrats had control of
this place, all that time they spent
every single dime of Social Security on
programs and today they are here ar-
guing about who is saving more. Well,
I do not care which one is right, the
fact is we have the argument now on
our terms, in our court. The debate is
now on our side.

How much and who is going to do
more to save the Social Security fund
is great. It bodes well for America. Be-
cause over the next 10 years it will re-
duce the rate of growth of government
by over $2 trillion, if we can keep the
debate focused there.

Let us not get away from the debate.
Remember, saving Social Security is
not just good for Social Security, it is
good for America.
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REPUBLICAN BUDGET BILL IS OUT
OF TOUCH WITH NEEDS OF
AMERICANS

(Mr. ROMERO-BARCELO asked and
was given permission to address the
House for 1 minute and to revise and
extend his remarks.) ;

Mr. ROMERO-BARCELO. Madam
Speaker, as we consider the Republican
budget bill, foremost in our mind
should be the realization that this bill
is out of touch with the needs of mil-
lions of Americans. This bill provides
nothing for Social Security. This bill
provides nothing for Medicare. This
bill ostensibly can hurt every single
family in our Nation.

Social Security has conveyed a mes-
sage of hope and a measure of financial
security for all Americans. It rep-
resents the only income for millions of
elderly Americans all across the Na-
tion, and yet this bill does not extend
the life of Social Security by one single
day.
The bill fails to provide one penny for
a Medicare prescription drug benefit.
As we stand at the portal of the millen-
nium, it is not acceptable that our el-
derly should be forced to choose be-
tween food and medicine.

Madam Speaker, | urge my col-
leagues to keep Social Security sound,
and | urge them to keep Medicare
sound and address the needs of all
Americans.

SAVING SOCIAL SECURITY IS ONE
OF REPUBLICANS’ FOUR-POINT
PRIORITIES

(Mr. DREIER asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. DREIER. Madam Speaker, since
1937, American workers have been
forced, through no choice of their own,
to pay into the Social Security Trust
Fund. Today, 75 percent of the Amer-
ican people pay more in payroll taxes
than they do in Federal income taxes.

In light of that, it seems to me that
there is a very important obligation
that needs to be met, and that obliga-
tion is one that the Speaker of the
House, when he stood here on the open-
ing day of the 106th Congress, made
very clear. He said that we, in fact,
were going to save Social Security and
Medicare, and that is one of the four-
point priorities that we put forth.

Now, we very much want to do that,
and | believe, if one looks at the appro-
priations bills that we have been able
to pass in this House, including the
most recent one which completed our
work, we were able to do it for the first
time since 1967 without dipping into
the anticipated surplus for Social Se-
curity.

That is something that underscores
our very strong commitment to make
sure that the United States Govern-
ment stands behind that obligation
which it forces the American people to
pay into. We are doing the right thing
in pursuing that.
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REPUBLICAN BUDGET PLAN
SHOULD BE RENAMED PORK

PROTECTION ACT OF 1999

(Mr. EDWARDS asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. EDWARDS. Madam Speaker, Al
Capone can claim he is a crime fighter,
but it does not make it so. Republicans
can claim they are really trying to pro-
tect Social Security, but it does not
make it so.

Here we are the second day of the
second month of the new fiscal year,
and the majority party, months late,
has just passed its final appropriations
bill, albeit with no effort to be bipar-
tisan.

There are just a few problems with
this gimmickry Republican budget
plan. First, the plan does not add one
year, not one month, not one week, not
one day, not even one hour to the So-
cial Security or the Medicare trust
funds.

Second problem with their plan. It
hurts, in some ways, every American
family. Head Start, cut; college loans,
cuts; defense readiness, cut below the
President’s request. Even worse, the
Republican budget has rules crafted in
a way that actually cuts bone marrow
in order to protect pork. Perhaps the
Republican budget plan should be re-
named the 1999 Pork Protection Act.

Third problem they have is their
numbers do not add up. Their plan
shows more gimmickry than a French
chef. We should reject their plan.

REPUBLICAN LEADERSHIP MUST
COME CLEAN ON SOCIAL SECU-
RITY

(Mr. RODRIGUEZ asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. RODRIGUEZ. Madam Speaker,
Halloween is over, let us stop playing
those tricks and let us give the Ameri-
cans the treat that they deserve, the
truth. The truth is that the Repub-
licans have exceeded their own caps by
$31 billion, and we all recognize and we
all know that.

We also recognize that we have
dipped into $17 billion into Social Secu-
rity already. Apparently, the approach
is if they tell a lie often enough, people
will believe them. Well, this data did
not come from the administration, this
data did not come from the Democrat
Party, this data came from the Repub-
lican accountants at the CBO; $17 bil-
lion into Social Security already.

So what is wrong with this picture?
We have a golden opportunity to work
in a collective manner. And the beauty
of it is that we are all talking about
Social Security, so, apparently, we
have some interest in that area.

The leadership must come clean
though and tell the truth. There are
many worthy programs that we have,
and we have had some major national
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disasters. We have the farm crisis, and
there are some other needs to look at
realistically in the cap, but let us tell
the truth. Halloween is over.

REPUBLICANS BOAST SORRY
RECORD OF NONACHIEVEMENT

(Mr. ALLEN asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. ALLEN. Madam Speaker, when
the Speaker of this House was sworn
in, he promised to get the appropria-
tions bills done on time. Well, we are
into November, the second month of
the new fiscal year, and it is not done.
The Republican leadership cannot do
the regular business of this House on
time.

But the greater tragedy is our failure
to make progress on substantive chal-
lenges. Democrats and some dedicated
Republicans worked to pass campaign
finance reform, but Republicans killed
it in the other body.

Democrats tried to make our streets
and our schools safer for children by
passing modest gun safety provisions;
Republicans Killed it.

Democrats tried to make health care
safer for patients by passing a Pa-
tients’” Bill of Rights; Republicans
killed it.

Democrats tried to make this world
safer by passing the comprehensive
test ban treaty; Republicans Killed it.

Democrats tried to help our seniors
pay for their prescription drugs, and
Republicans killed it.

With this sorry record of nonachieve-
ment, it is time to go home and work
harder next year to make progress on
the issues that matter to America’s
families.

FOCUS ON SAVING SOCIAL
SECURITY

(Mr. PHELPS asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. PHELPS. Madam Speaker, in an
era of unprecedented economic growth
and prosperity, we have a responsi-
bility to implement policy that ensures
continued growth for all sectors of our
society. That requires investing in the
future, creating a better America for
our children, a future in which working
families can afford to send their chil-
dren to college and in which all Ameri-
cans can count on the continued integ-
rity of Social Security.

As | talk with my constituents in
Southern Illinois, | am encouraged
that people are actively discussing the
many ways to address the future of So-
cial Security. | believe we need to start
by paying down the national debt. My
constituents realize we must be fiscally
responsible. Reducing the national debt
is the best tax cut we can provide to
working men and women.

Madam Speaker, 1 urge my col-
leagues to focus on saving Social Secu-
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rity, reducing the national debt, bal-
ancing the budget and reforming Medi-
care. We owe them this.

CENSORSHIP AND THREATS

ISSUED BY CONGRESSIONAL
STAFFERS
(Ms. SLAUGHTER asked and was

given permission to address the House
for 1 minute and to revise and extend
her remarks.)

Ms. SLAUGHTER. Madam Speaker, |
have some shocking news this morning.
If my colleagues will recall, last Thurs-
day, | think in a moment of spectac-
ular madness, the majority of this
House passed a bill that cut the fund-
ing for research to the National Insti-
tutes of Health until the last 2 days of
the fiscal year next year.

The troubling news | have this morn-
ing is that it has come to our attention
that a brazen act by some staffers in
Congress has taken place. Majority
staffers in the other body have warned
the National Institutes of Health re-
searchers and the research advocates
that if they complain about the delays
proposed for the research, their own
funding is going to be jeopardized.

This is a scandal of major propor-
tions; taking away the first amend-
ment rights and the rights of people to
try to address this body.

Now, just yesterday it was announced
by researchers at the University of
Rochester, New York, in my district,
that they have discovered that genetic
material from the HIV virus can Kill
cancer tumors. They tell me that this
and other NIH-funded research is what
is going to be hampered in Rochester if
their funding is delayed.

The chairman of the Labor-HHS sub-
committee yesterday asked the Presi-
dent to veto the bill because he is
stunned too by its irresponsibility.

REPUBLICAN BUDGET BILL DOES
NOTHING FOR SOCIAL SECURITY
OR MEDICARE AND HURTS
EVERY FAMILY

(Ms. DELAURO asked and was given
permission to address the House for 1
minute and to revise and extend her re-
marks.)

Ms. DELAURO. Madam Speaker, the
Republican leadership’s budget bill
does not extend the life of Social Secu-
rity even by one single day, it fails to
provide one penny for Medicare pre-
scription drug benefits, and, frankly,
the only thing it does do is to hurt
American families, every American
family, in a very, very real way.

As one of my colleagues earlier said,
if it were not so tragic it would be
laughable to hear the Republican lead-
ership on the other side of the aisle
talk about their allegiance and their
heartfelt sympathy about Social Secu-
rity and their desire to want to save
Social Security. However, their major-
ity leader, in 1984, called Social Secu-
rity “‘a bad retirement, a rotten trick
on the American people,” and | quote,
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“l think we are going to have to bite
the bullet on Social Security and phase
it out over a period of time.”’

He said that in 1984. Now let us fast-
forward to 1994. On a C-SPAN call-in
show he was asked, ‘“Are you going to
take the pledge? Are you going to
promise not to cut people’s Social Se-
curity to meet your promises? No, | am
not going to make such a promise. |
would never have created Social Secu-
rity.”

ANNOUNCEMENT BY THE SPEAKER
PRO TEMPORE

The SPEAKER pro tempore (Mrs.
BIGGERT). Pursuant to clause 8 of rule
XX, the Chair announces that she will
postpone further proceedings today on
each motion to suspend the rules on
which a recorded vote or the yeas and
nays are ordered, or on which the vote
is objected to under clause 6 of rule
XX.

Any record votes on postponed ques-
tions will be taken after debate has
concluded on all motions to suspend
the rules, but not before 4 p.m. today.

O 1030

ENCOURAGING EDUCATION OFFI-
CIALS TO PROMOTE FINANCIAL
LITERACY TRAINING

Mr. PETRI. Madam Speaker, I move
to suspend the rules and agree to the
concurrent resolution (H. Con. Res. 213)
encouraging the Secretary of Edu-
cation to promote, and State and local
educational agencies to incorporate in
their education programs, financial lit-
eracy training.

The Clerk read as follows:

H. CoN. REs. 213

Whereas in order to succeed in our dy-
namic American economy, young people
must obtain the skills, knowledge, and expe-
rience necessary to manage their personal fi-
nances and obtain general financial literacy;

Whereas all young adults should have the
educational tools necessary to make in-
formed financial decisions;

Whereas despite the critical importance of
financial literacy to young people, the aver-
age student who graduates from high school
lacks basic skills in the management of per-
sonal financial affairs;

Whereas a nationwide survey conducted in
1997 by the Jump$tart Coalition for Personal
Financial Literacy examined the financial
knowledge of 1,509 12th graders;

Whereas on average, survey respondents
answered only 57 percent of the questions
correctly, and only 5 percent of the respond-
ents received a ‘C’ grade or better;

Whereas an evaluation by the National En-
dowment for Financial Education High
School Financial Planning Program under-
taken jointly with the United States Depart-
ment of Agriculture Cooperative State Re-
search, Education, and Extension Service
demonstrates that as little as 10 hours of
classroom instruction can impart substan-
tial knowledge and affect significant change
in how teens handle their money;

Whereas State educational leaders have
recognized the importance of providing a
basic financial education to students in
grades Kindergarten through 12 by inte-
grating financial education into State edu-
cational standards, but by 1999 only 14 States
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required schools to implement personal fi-
nance standards into the academic cur-
riculum;

Whereas teacher training and professional
development are critical to achieving youth
financial literacy;

Whereas teachers confirm the need for pro-
fessional development in personal finance
education;

Whereas in a survey by the National Insti-
tute for Consumer Education, 77 percent of a
State’s economics teachers revealed that
they had never had a college course in per-
sonal finance;

Whereas personal financial education helps
prepare students for the workforce and for fi-
nancial independence by developing their
sense of individual responsibility, improving
their life skills, and providing them with a
thorough understanding of consumer eco-
nomics that will benefit them for their en-
tire lives;

Whereas financial education integrates in-
struction in valuable life skills with instruc-
tion in economics, including income and
taxes, money management, investment and
spending, and the importance of personal
savings;

Whereas the consumers and investors of to-
morrow are in our schools today; and

Whereas the teaching of personal finance
should be encouraged at all levels of our Na-
tion’s educational system, from Kkinder-
garten through grade 12: Now, therefore, be
it

Resolved by the House of Representatives (the
Senate concurring), That Congress
encourages—

(1) the Secretary of Education to use funds
available in the Fund for the Improvement of
Education (part A of title X of the Elemen-
tary and Secondary Education Act of 1965) to
promote personal financial literacy pro-
grams; and

(2) State and local educational agencies to
incorporate personal financial management
curriculums into their education programs.

The SPEAKER pro tempore (Mrs.
BIGGERT). Pursuant to the rule, the
gentleman from Wisconsin (Mr. PETRI)
and the gentleman from Michigan (Mr.
KILDEE) each will control 20 minutes.

The Chair recognizes the gentleman
from Wisconsin (Mr. PETRI).

Mr. PETRI. Madam Speaker, | yield
such time as he may consume to the
gentleman from  California (Mr.
DREIER), the author of the resolution
before us.

(Mr. DREIER asked and was given
permission to revise and extend his re-
marks.)

Mr. DREIER. Madam Speaker, |
would like to begin by extending my
great appreciation to the gentleman
from Wisconsin (Mr. PETRI) and to the
gentleman from Michigan (Mr. KILDEE)
and to the hard-working members of
their staff who have helped us put to-
gether this very important piece of leg-
islation.

The gentleman from Wisconsin (Mr.
PETRI) very appropriately described it
at the outset. We all know that we live
in a global economy; and, as such, it is
very important for our young people to
be prepared to compete.

One of the issues that we have dealt
with in this House is to make sure that
we have qualified expertise to deal
with the high-tech industry, the indus-
try that has created 45 percent of our
gross domestic product growth in the
past 3 years.
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I think that education can, in fact,
allow us to ensure that in the future we
will have qualified Americans to do not
only those jobs in the high-tech indus-
try but a wide range of other jobs.
There is a very important component
of that, and it is financial literacy.

For a number of years, an organiza-
tion known as the Jumpstart Coalition
has been focusing on this. | have been
working with a number of people to
make sure that we would get this legis-
lation moved, and that is why | again
express my appreciation to those on
the committee who have provided us
with very important assistance.

It is unfortunate that bankruptcy fil-
ings are very high. They continue to
move up. Consumer debt is at an all-
time high. And, as we all know, the
rate of savings in this country is at a
very low level. So it is more important
now than ever, | believe, for us to teach
young people about the importance of
how to manage money and their credit.

The survey that was done by that or-
ganization | just mentioned, the
Jumpstart Coalition, which is a private
nonprofit group that promotes finan-
cial literacy, gave only 5 percent of the
12th graders a C grade or better when
asked about their financial manage-
ment skills. However, financial man-
agement instruction, based on empir-
ical evidence that we have, does work.

The National Endowment for Finan-
cial Literacy conducted a study and
found that as little as 10 hours of class-
room instruction can affect how teens
handle their money. Fifty-eight per-
cent of the students who had that 10
hours, in fact, we were able to see im-
provement in their spending habits,
and 56 percent of those students who
benefitted from that 10 hours of train-
ing actually improved their personal
savings habits.

Now, this resolution, as was pointed
out by the gentleman from Wisconsin
(Mr. PETRI), simply encourages the
Secretary of Education to give our
teachers and schools extra resources to
teach financial literacy to our Kids.
The measure is a common-sense ap-
proach to addressing educational needs
at the Federal level by providing
States with resources while also, some-
thing that is very important in this
106th Congress, ensuring that the flexi-
bility is there in designing and imple-
menting those education programs
that they deem absolutely necessary.

Now, there was a survey that was
done by the American Savings and
Education Council that found that 79
percent of students have never taken a
personal financial course; and of those
who took a 3-month course, 41 percent
then began saving, 28 percent increased
their savings, and 19 percent of them
developed their own budget.

Right now, about 94 percent of stu-
dents learn about money from their
parents. So, keeping in mind this last
statistic and the fact that personal
savings rates are at a very low level
and bankruptcies are high, it seems to
me that financial instruction outside
of the home is a very important thing.
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This resolution is aimed to educate
our youth in the importance of finan-
cial literacy, but it also aims to serve
the disadvantaged youth who need to
be equipped with financial manage-
ment skills as they tend to enter the
workforce at an even earlier age.

The measure does not create or en-
courage a new program. It does not en-
courage a new program to address
these needs. It simply allows the Sec-
retary of Education to provide assist-
ance to those high schools seeking to
fill a void in knowledge thought to be
obtained in the home.

So again, let me just say in closing,
as we charge towards the millennium
and look at the importance of our re-
maining competitive globally, we need
to ensure that financial literacy is a
component of that.

I want to express my appreciation to
the gentleman from Wisconsin (Mr.
PETRI) and to the gentleman from
Michigan (Mr. KILDEE) and again to the
hard-working members of their staff
and to say that we are moving ahead
with what | think is a very important
measure.

Mr. KILDEE. Madam Speaker, | yield
myself such time as | may consume.

Madam Speaker, | rise in support of
H. Con. Res. 213, encouraging the Sec-
retary of Education to promote finan-
cial literacy as part of the State and
local education programs.

The authors of this resolution, the
gentleman from North Dakota (Mr.
PoMEROY) and the gentleman from
California (Mr. DREIER), should be com-
mended for bringing this issue to the
attention of the House.

Federal funding through Title | and
other programs have focused on read-
ing, writing, and mathematics to en-
sure that children, especially disadvan-
taged children, can compete with their
peers academically. These programs
have been critical in giving our Na-
tion’s children an opportunity to suc-
ceed.

While we have been focusing our en-
ergies on academic success in the core
subject areas, many young people still
lack basic skills in personal financial
management. Many American high
school students are unable to balance a
checkbook, and most simply have no
insight into the basic survival skills
associated with earning, spending, sav-
ing and investing.

As a result, too many young Ameri-
cans develop bad financial manage-
ment habits and stumble through their
lives learning by trial and error.

H. Con. Res. 213 raises the awareness
of the Congress to the issue of financial
literacy. With bankruptcies totaling
over 1 million every year, more and
more of our teens and young adults
desperately need some focus on finan-
cial training and literacy. Being finan-
cially literate ensures that today’s
children will make better informed de-
cisions in purchasing homes, buying

cars, and investing for college edu-
cation or retirement.
This resolution, which encourages

both the Secretary of Education and
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State and local educational agencies to
promote financial literacy, is an im-
portant step forward in recognizing a
solution to this pressing problem.

Again, | want to thank the authors of
this resolution for bringing it before us
today.

Madam Speaker, |
ance of my time.

Mr. PETRI. Madam Speaker, | yield
myself such time as | may consume.

Madam Speaker, although our econ-
omy remains strong, some of us in Con-
gress believe that we should be focus-
ing our efforts to find ways to address
our Nation’s high consumer debt, nu-
merous bankruptcies, and unaccept-
ably low savings rate.

A way to focus our efforts on solving
these problems without merely treat-
ing the symptoms is to increase our
Nation’s children’s knowledge about
and appreciation of financial literacy. |
join my distinguished colleague the
gentleman from California  (Mr.
DREIER) in expressing my view that
educating our Nation’s youth about
personal finance should be a priority
for our schools across the country.

The Jumpstart Coalition for Personal
Financial Literacy recently found that
the average student who graduates
from high school lacks basic skills in
the management of personal financial
affairs. Students are unable to balance
a checkbook and have little or no in-
sight in the basic financial principles
involved with earning, spending, sav-
ing, and investing.

In its nationwide survey conducted in
1997, the Jumpstart Coalition examined
the knowledge of over 1,500 12th grad-
ers. On average, survey respondents an-
swered only 57 percent of the questions
correctly, and only 5 percent of the re-
spondents received a grade of C or bet-
ter.

Evidently, many young people fail in
the management of their first con-
sumer credit experience, establishing
bad financial management habits, and
stumble through their lives as con-
sumers learning by trial and error.

Our Nation’s students are taught
about a multitude of subjects, includ-
ing reading, writing, history, mathe-
matics, science, and the list goes on.
But do we teach our children how to
balance a checkbook? Do we teach
them about compounding interest? Do
we teach them about the necessity of
good credit? Do we train students to
understand how to budget their money
and about their relationship between
taxes, spending, and investing?

Madam Speaker, because of our stu-
dents’ inability to understand and
manage finances, it should come as no
surprise that our Nation’s personal
bankruptcies are at an all-time high
and personal savings rates at an all-
time low.

Despite the importance of youth fi-
nancial education, the average Amer-
ican high school senior lacks these
basic skills and is unable to manage
personal financial affairs. However,
these shortcomings when properly ad-
dressed can be turned around.

reserve the bal-
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A recent study by the National En-
dowment for Financial Education has
shown that personal finance education
improves students’ saving and spending
habits and money management skills.

Madam Speaker, |1 am pleased to sup-
port H. Con. Res. 213, introduced by our
colleagues, the gentleman from Cali-
fornia (Mr. DREIER) and the gentleman
from North Dakota (Mr. POMEROY), to
promote financial literacy training.

Specifically, this resolution encour-
ages the Secretary to use funds avail-
able from the Fund for the Improve-
ment of Education, Part A of Title X of
the Elementary and Secondary Edu-
cation Act, to promote personal lit-
eracy programs.

In addition, H. Con. Res. 213 encour-
ages States and local educational agen-
cies to incorporate personal financial
management curriculums into their
education programs.

Madam Speaker, we all know that an
investment in education is an invest-
ment in our future. It is time we focus
on efforts to promote financial literacy
to help ensure that our children will
have the tools they need to prosper in
the next millennium.

I urge my colleagues to support the
resolution before us.

Madam Speaker, | reserve the bal-
ance of my time.

Mr. KILDEE. Madam Speaker, | yield
4 minutes to the gentleman from North
Dakota (Mr. POMEROY), a sponsor of
the bill.

Mr. POMEROY. Madam Speaker, |
thank the gentleman for yielding me
the time.

Madam Speaker, | rise in strong sup-
port of H. Con. Res. 213.

In passing this resolution, Congress
will take an important step forward in
recognizing the importance of youth fi-
nancial education to the future of our
Nation’s children.

Today’s global economy demands
more of our young people than ever be-
fore. Young people are making impor-
tant financial decisions long before
they enter the workforce. In order to
make informed choices regarding per-
sonal finances, our children have to
have proper skills and experience to
manage their money and prepare for
their future.

This resolution expresses the sense of
Congress that personal financial edu-
cation plays an important role in se-
curing our children’s future. This is
not just a lofty goal, it is an urgent
priority. Because survey after survey
has demonstrated average high school
seniors in this country lack even basic
knowledge of personal financial affairs.

A nationwide survey conducted in
1997 by the Jumpstart Coalition for
Personal Financial Literacy looked at
the basic financial information of 1,500
high school seniors. One in five an-
swered seven out of ten questions suc-
cessfully, not a passing grade for our
seniors.

Because of their lack of financial
knowledge, many American students
run into financial trouble in college.
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An estimated 50 to 70 percent of all col-
lege students own at least one credit
card, with debts ranging between $580
and $725.

Yesterday the Washington Post ran a
story about a student who had to drop
out of school to pay off $2,500 in credit
card debt. Youth financial education
could help prevent this situation.
Young adults who understand the cost
of credit will not fall prey to the high
cost of interest rates and mounting
credit card debt.

The crisis, of course, in financial lit-
eracy goes far beyond our high schools.

American investors lack basic knowl-
edge of financial concepts.
O 1045

A 1996 poll showed that fewer than
one in five Americans are what we call
financially literate. Only half of all
adults in this country, for example, un-
derstand that investment diversifica-
tion actually reduces investment risk.
So it should come as no surprise that
personal bankruptcies are at an all-
time high. Adults in this country need
to understand basic financial concepts
in order to provide for their families
and prepare for their retirements and
we need to get the information out
there starting in the school years. |
would hope in following up on this res-
olution, this body would also adopt a
piece of legislation that the gentleman
from California (Mr. DREIER) and |
have introduced, H.R. 2871, the Youth
Financial Education Act. That bill
would commit $500,000 to carry out the
financial education programs in ele-
mentary and secondary schools. This
legislation encourages State and local
education agencies to integrate finan-
cial education into existing courses,
such as economics or mathematics, and
devotes resources necessary to develop
teacher training and professional de-
velopment activities in personal finan-
cial education. | look forward to work-
ing with my colleagues on both sides of
the aisle to include H.R. 2871 in the EI-
ementary and Secondary Education
Act later this year.

Clearly, we must do a better job of
preparing our children to make in-
formed decisions about money, how to
use it, and how to prepare for their fu-
ture. The question then becomes how
we concentrate our efforts, and | be-
lieve the answer lies in our schools,
with our children and their teachers,
and not enough to rely on the ad hoc,
the wonderful but totally ad hoc ef-
forts, we need to put in a curriculum.

Mr. PETRI. Madam Speaker, | yield
such time as he may consume to the
gentleman from California (Mr. GARY
MILLER).

Mr. GARY MILLER of California.
Madam Speaker, | rise in strong sup-
port for the Financial Literacy Train-
ing Act. This resolution encourages
State and local educational agencies to
incorporate personal financial manage-
ment curricula into their educational
program system.

Prior to being in politics, | was in the
development industry for about 30
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years. The old statement that it is
easier to earn money than it is to keep
it is a true statement and this goes a
long way to basically giving young peo-
ple the financial training that they
need.

When you get money, what do you do
with it? It is like giving a young person
$10. What does a young person do with
it? Do they have any concept of what
they should do with their finances, any
concept of where that money should be
placed, or should the money just be
spent? We need to teach our young peo-
ple how to invest money and what to
do with money once they earn it.

In the building industry, we watch
many, many builders go broke because
they succeeded in a given project and
they failed in the future because they
did not understand financial planning,
did not understand what they should do
in the future. The best way to resolve
this is to be involved with the young
people, to give them the financial
training and financial literacy that
they need when they are young.

I would like to commend the gen-
tleman from California (Mr. DREIER),
he represents a neighboring district in
California, for his hard work and effort
in drafting this important piece of leg-
islation. If we are going to invest any-
where, let us invest in our children. If
we are going to invest in our children,
let us teach them how to invest the as-
sets that they acquire, teach them how
to invest in their future and plan for
their future.

Mr. KILDEE. Madam Speaker, | yield
4 minutes to the gentleman from Wis-
consin (Mr. KIND).

Mr. KIND. I thank the ranking mem-
ber for yielding me this time.

Madam Speaker, | rise today in
strong support of this resolution. It is
very appropriate and important for
this Congress to encourage the Federal,
State and local education policy-
makers to incorporate course work on
personal finance as part of our chil-
dren’s education.

There are some worrisome trends
that the young people of this country
now face, Madam Speaker. It is no se-
cret that the number of bankruptcies
filed in this country has skyrocketed
in recent years, but a closer look at the
trends are truly frightening.

Twenty years ago, the total number
of bankruptcy filings was just under
332,000 people. According to the Amer-
ican Bankruptcy Institute, the total
number of filings for 1998 was a stag-
gering 1.5 million people. Even more
startling is the fact that while the
number of business filings for 1998 is al-
most equal to the number filed back in
1980, the number of consumer filings
for bankruptcy has increased by almost
five-fold. In fact, 97 percent of all bank-
ruptcies are now filed by consumers
rather than businesses. In my home
State of Wisconsin, 5,000 bankruptcy
claims were filed just in the second
quarter of 1999.

Another trend that supports the call
for better K-12 education in personal fi-
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nance is the use of credit cards among
young adults. Just vyesterday, the
Washington Post carried an article de-
scribing the ease at which college
freshmen can get credit cards and the
extent to which college students amass
credit card debt. Fifty-five to 70 per-
cent of college students own at least
one credit card, and experts believe
that number is growing. Furthermore,
the average American household car-
ries four credit cards, with balances of
$5,000. Consumer debt in this country
tops $1.2 trillion, $540 billion of which
is in revolving credit. And as a Nation
we have a negative per capita savings
rate today.

Madam Speaker, there can be no
doubt that our children need to know
basic finance principles and skills be-
fore they become consuming adults. |
realize it seems that there are advo-
cates for a wide variety of issues who
identify one more subject that must be
added to the core requirements of read-
ing, writing and arithmetic but,
Madam Speaker, without at least a
basic understanding of personal finance
and finance principles generally, our
young people enter a brave new world
as unprepared as they would be with-
out being able to read.

In this day and age, people are han-
dling their finances in ways only pro-
fessionals would just 5 or 10 years ago.
We do not use cash to make purchases
that much. We pay with credit cards.
Or we choose to use a debit card in-
stead of checks. How many workers do
not make substantive choices involving
how their retirement funds are being
invested? Fewer and fewer. In a world
of global trade and e-commerce, young
people who do not understand the im-
portance of fiscal responsibility and
the long-term consequences of reckless
spending will suffer deeply for years to
come.

As a member of the Committee on
Education and the Workforce, 1 am
glad to see that this measure addresses
the need to provide better, or in some
instances basic training and profes-
sional development for the teachers.
Too many teachers complain that they
do not themselves have the background
to adequately teach their students
about personal money management.
We just passed a major teacher train-
ing and professional development bill
about 3 months ago, and this resolution
nicely complements that piece of legis-
lation.

We often speak of the need for the
government to make tough choices and
exercise fiscal responsibility. | submit
that each American must also exercise
wise judgment in personal finances.
Our national debt is the cause of much
concern and gut-wrenching debate here
on Capitol Hill. Young people must
also recognize that personal debt is
nothing to take lightly. This is espe-
cially true given the need for more and
more college students to take out size-
able loans to finance their education.

I ask my colleagues to join in sup-
port of this resolution today, and in
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my sincere hope that schools nation-
wide will be able to offer key personal
finance education to all of our stu-
dents.

Mr. KILDEE. Madam Speaker, | yield
2 minutes to the gentlewoman from
California (Ms. SANCHEZ).

Ms. SANCHEZ. | thank the gen-
tleman for yielding me this time.

Madam Speaker, | rise in strong sup-
port of this bill, and I thank my friends
on the other side of the aisle, my fellow
Members from California, for bringing
this matter to the House’s attention.

I am very saddened by the statistics
that reveal the financial illiteracy that
plagues our young people. Many Amer-
ican high school students are unable to
balance a checkbook, and they really
have no training in the basics of finan-
cial life, how to earn, how to spend,
how to save and how to invest.

Without teaching our students these
skills, we force young people to learn
these lessons by trial and error, and by
the costly mistakes that result. In an
era where young people have the high-
est access to credit cards in American
history, yet no training in how to re-
sponsibly manage this responsibility,
can we be surprised that debt and
bankruptcy are so much on the rise?

A nationwide survey conducted in
1997 by the Jump Start Coalition for
Financial Literacy tested 1,509 12th
graders on four knowledge areas, in-
come, money management, savings and
investment, and spending. Sadly, only
5 percent of the respondents received a
““C’ grade or higher. Five percent.

Madam Speaker, these rates are
abysmal. We can and we must do bet-
ter. | commend the sponsors of this leg-
islation. 1 urge my colleagues to sup-
port it.

Ms. SANCHEZ. Mr. Speaker, | thank the
gentleman for yielding. | rise in strong support
of H. Con. Res. 213. | thank my friends on the
other side of the aisle, my fellow Members
from California, for bringing this matter to the
House’s attention.

| am very saddened by the statistics that re-
veal the financial illiteracy plaguing our young
people. Many American high school students
are unable to balance a checkbook. They real-
ly have very little training in the basics of fi-
nancial life—how to earn, spend, save and in-
vest.

Without teaching our students these skills,
we force young people to learn these lessons
by trial and error—and by the costly mistakes
that result.

In an era where young people have the
highest access to credit cards in American his-
tory, yet no training in how to responsibly
manage this opportunity, can we be surprised
that debt and bankruptcy are on the rise?

A nationwide survey conducted in 1997 by
the Jump$tart Coalition for Financial Literacy,
tested 1,509 12th graders on four knowledge
areas: income, money management, savings
and investment, and spending. Only 5 percent
of the respondents received a “C” grade or
higher.

Mr. Chairman, these rates are abysmal. We
can and must do better.

| commend the sponsors of this legislation
and urge my colleagues to support it.
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Mr. KILDEE. Madam Speaker, | have
no further requests for time, and |
yield back the balance of my time.

Mr. PETRI. Madam Speaker, | yield
back the balance of my time.

The SPEAKER pro tempore (Mrs.
BIGGERT). The question is on the mo-
tion offered by the gentleman from
Wisconsin (Mr. PETRI) that the House
suspend the rules and agree to the con-
current resolution, House Concurrent
Resolution 213.

The question was taken.

Mr. PETRI. Madam Speaker, on that
I demand the yeas and nays.

The yeas and nays were ordered.

The SPEAKER pro tempore. Pursu-
ant to clause 8 of rule XX and the
Chair’s prior announcement, further
proceedings on this motion will be
postponed.

GENERAL LEAVE

Mr. PETRI. Madam Speaker, | ask
unanimous consent that all Members
may have 5 legislative days in which to
revise and extend their remarks on H.
Con. Res. 213.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Wisconsin?

There was no objection.

SENSE OF HOUSE THAT U.S.
REMAINS COMMITTED TO NATO

Mr. GILMAN. Madam Speaker, |
move to suspend the rules and agree to
the resolution (H. Res. 59) expressing
the sense of the House of Representa-
tives that the United States remains
committed to the North Atlantic Trea-
ty Organization (NATO), as amended.

The Clerk read as follows:

H. RES. 59

Whereas for 50 years the North Atlantic
Treaty Organization (hereafter in this pre-
amble referred to as “NATO”’) has served as
the preeminent organization to defend the
territories of its member states against all
external threats;

Whereas NATO, founded on the principles
of democracy, individual liberty, and the
rule of law, has proved an indispensable in-
strument for forging a trans-Atlantic com-
munity of nations working together to safe-
guard the freedom and common heritage of
its peoples, and promoting stability in the
North Atlantic area;

Whereas NATO has acted to address new
risks emerging from outside the treaty area
in the interests of preserving peace and secu-
rity in the Euro-Atlantic area, and main-
tains a unique collective capability to ad-
dress these new challenges which may affect
Allied interests and values;

Whereas such challenges to NATO Allied
interests and values include the potential for
the re-emergence of a hegemonic power con-
fronting Europe; rogue states and non-state
actors possessing nuclear, biological, or
chemical weapons and their means of deliv-
ery; transnational terrorism and disruption
of the flow of vital resources; and conflicts
outside the treaty area stemming from unre-
solved historical disputes and the actions of
undemocratic governments and sub-state ac-
tors who reject the peaceful settlement of
disputes;

Whereas the security of NATO member
states is inseparably linked to that of the
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whole of Europe, and the consolidation and
strengthening of democratic and free soci-
eties on the entire continent, in accordance
with the principles and commitments of the
Organization for Security and Cooperation in
Europe, is of direct and material concern to
the NATO Alliance and its partners;

Whereas the 50th anniversary NATO sum-
mit meeting, held on April 24-25, 1999, in
Washington, D.C., provided an historic op-
portunity to chart a course for NATO in the
next millennium;

Whereas NATO enhances the security of
the United States by providing an integrated
military structure and a framework for con-
sultations on political and security concerns
of any member state;

Whereas NATO remains the embodiment of
United States engagement in Europe and
therefore membership in NATO remains a
vital national security interest of the United
States;

Whereas the European members of NATO
are today developing within the Alliance a
European Security and Defense Identity
(ESDI) in order to enhance their role within
the Alliance, while at the same time the Eu-
ropean Union (EU) is seeking to forge among
its members a Common Foreign and Security
Policy (CFSP);

Whereas the Berlin decisions of 1996 pro-
vided the framework for strengthening the
European pillar in NATO;

Whereas NATO should remain the core se-
curity organization of the evolving Euro-At-
lantic architecture in which all states enjoy
the same freedom, cooperation, and security;

Whereas NATO has embarked upon an his-
toric mission to share its benefits and pat-
terns of consultation and cooperation with
other nations in the Euro-Atlantic area
through both enlargement and active part-
nership;

Whereas the membership of the Czech Re-
public, Hungary, and Poland has strength-
ened NATO’s ability to perform the full
range of NATO missions and bolstered its ca-
pability to integrate former communist ad-
versary nations into a community of democ-
racies;

Whereas the organization of NATO na-
tional parliamentarians, the NATO Par-
liamentary Assembly, serves as a unique
transatlantic forum for generating and
maintaining legislative and public support
for the Alliance, and has played a key role in
initiating constructive dialogue between
NATO parliamentarians and parliamentar-
ians in Central and Eastern Europe; and

Whereas NATO Parliamentary Assembly
activities, such as the Rose-Roth program to
engage and educate Central and Eastern Eu-
ropean parliamentarians, have played a pio-
neering role in familiarizing the new democ-
racies with democratic institutions and a
civil society: Now, therefore, be it

Resolved, That it is the sense of the House
of Representatives that—

(1) the North Atlantic Treaty Organization
(hereafter in this resolution referred to as
“NATO”’) is to be commended for its pivotal
role in preserving trans-Atlantic peace and
stability;

(2) the new NATO strategic concept, adopt-
ed by the Allies at the summit meeting held
in Washington, D.C. in April of 1999, articu-
lates a concrete vision for the Alliance in the
21st century, clearly setting out the contin-
ued importance of NATO for the citizens of
the Allied nations, and establishing that de-
fense of shared interests and values is as im-
portant for peace and stability as maintain-
ing a vigorous capability to carry out collec-
tive defense;

(3) the Alliance, while maintaining collec-
tive defense as its core function, should, as a
fundamental Alliance task, identify crisis
management operations outside the NATO
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treaty area, based on case-by-case consen-
sual Alliance decisions;

(4) the Alliance must recognize and act
upon the threat posed by the proliferation of
weapons of mass destruction and terrorism
by intensifying consultations among polit-
ical and military leaders, and deploying
comprehensive capabilities to counter these
threats to the international community at
the earliest possible date;

(5) the Alliance should make clear commit-
ments to remedy shortfalls in areas such as
logistics, command, control, communica-
tions, intelligence, ground surveillance,
readiness, deployability, mobility, sustain-
ability, survivability, armaments coopera-
tion, and effective engagement, including
early progress in the NATO force structure
review;

(6) the Alliance must ensure equitable
sharing of contributions to the NATO com-
mon budgets and overall defense expenditure
and capability-building;

(7) the Alliance should welcome efforts by
members of the European Union (EU) to
strengthen their military capabilities and
enhance their role within the Alliance
through the European Security and Defense
Identity (ESDI);

(8) the key to a vibrant and more influen-
tial ESDI is the improvement of European
military capabilities that will strengthen
the Alliance;

(9) in order to preserve the solidarity and
effectiveness that has been achieved within
the Alliance over the last 50 years, it is es-
sential that security arrangements elabo-
rated under the EU’s Common Foreign and
Security Policy (CFSP) complement, rather
than duplicate NATO efforts and institu-
tions, and be linked to, rather than decou-
pled from NATO structures, and provide for
full and active involvement of all European
Allies rather than discriminating against
European Allies that are not members of the
EU;

(10) the Alliance should remain prepared to
extend invitations for accession negotiations
to any appropriate European democracy
meeting the criteria for NATO membership
as established in the Alliance’s 1995 Study on
NATO Enlargement and section 203(d)(3)(A)
of the NATO Participation Act of 1994 (22
U.S.C. 1928 note), on the same conditions as
applied to the Czech Republic, Hungary, and
Poland;

(11) while maintaining its unchallenged
right to make its own decisions, NATO
should seek to strengthen its relations with
Russia and Ukraine as essential partners in
building long-term peace in the Euro-Atlan-
tic area; and

(12) the Alliance should fully support the
NATO Parliamentary Assembly’s activities
in enhancing and stabilizing parliamentary
democracy in the nations of Central and
Eastern Europe, ensuring ratification of ap-
propriate new NATO members, continuing to
deepen cooperation within the Alliance, and
forging democratic links with the new Euro-
pean democracies.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
New York (Mr. GILMAN) and the gen-
tleman from New York (Mr. CROWLEY)
each will control 20 minutes.

Mr. ROHRABACHER. Madam Speak-
er, | rise in opposition to the resolution
and claim control of the time for the
opposition.

The SPEAKER pro tempore. Is the
gentleman from New York (Mr. CROwW-
LEY) in favor of the motion?

Mr. CROWLEY. Yes, | am, Madam
Speaker.
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The SPEAKER pro tempore. On that
basis, pursuant to clause 1(c) of rule
XV, the gentleman from California
(Mr. ROHRABACHER) will control the 20
minutes reserved for the opposition.

Mr. GILMAN. Madam Speaker, | ask
unanimous consent that the gentleman
from New York (Mr. CROWLEY) be per-
mitted to control 10 minutes of my
time and that he be able to yield that
time.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from New York?

There was no objection.

GENERAL LEAVE

Mr. GILMAN. Madam Speaker, | ask
unanimous consent that all Members
may have 5 legislative days within
which to revise and extend their re-
marks on this measure.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from New York?

There was no objection.

Mr. GILMAN. Madam Speaker, |
yield myself such time as I may con-
sume.

(Mr. GILMAN asked and was given
permission to revise and extend his re-
marks.)

Mr. GILMAN. Madam Speaker, |
commend the gentleman from Ne-
braska (Mr. BEREUTER) for his initia-
tive in bringing this resolution for-
ward. The gentleman from Nebraska
serves as the chairman of our Sub-
committee on Asia and the Pacific and
chairs the House delegation to the
NATO Parliamentary Assembly. And |
commend the original cosponsors the
gentleman from Virginia (Mr. BLILEY),
the gentleman from New York (Mr.
BOEHLERT) and the gentleman from
California (Mr. LANTOS) for joining in
this effort and for sharing with us their
expertise in European security mat-
ters.

House Resolution 59 expresses the
sense of the House of Representatives
that the North Atlantic Treaty Organi-
zation has for 50 years served as the
preeminent organization to defend the
territory of its member states against
all external threats; welcomes the ad-
mission to NATO last March of Poland,
Hungary, and the Czech Republic; and
reiterates that America’s NATO mem-
bership remains a vital national secu-
rity interest of our Nation.

These are sentiments to which we
can all enthusiastically subscribe, and
it is only fitting that we reaffirm them
this year as we celebrate the 50th anni-
versary of NATO’s founding.

I am particularly pleased that this
resolution touches on two additional
matters that are important to the fu-
ture of NATO and that warrant the full
attention of the House of Representa-
tives.

The first of these matters is NATO
enlargement. Beyond welcoming the
recent addition of Poland, Hungary and
the Czech Republic to the Alliance,
House Resolution 59 expresses Con-
gress’ unequivocal support for the so-
called ‘“‘open door’” policy toward fu-
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ture NATO enlargement that was ar-
ticulated at the NATO summit meeting
in Madrid, Spain, in July of 1997. That
open door policy is a powerful signal of
hope that we offer to the emerging de-
mocracies of Central and Eastern Eu-
rope that have not yet been invited to
join NATO. It further underscores that
we are mindful of their security con-
cerns, that we consider them future al-
lies, and that we remain determined to
facilitate their integration into the
mainstream of Europe. The gentleman
from Connecticut (Mr. GEJDENSON) and
I led the House delegation to the Ma-
drid summit and we strongly supported
their decisions at that time.

0O 1100

Congress expressed its support for
the open door policy in the European
Security Act which the House first
passed in 1997 and which President
Clinton signed into law last year. It is
helpful for the Congress to reiterate its
support for this open door policy, par-
ticularly inasmuch as NATO’s Wash-
ington summit last April disappointed
some of the aspiring NATO Members in
Central and Eastern Europe of post-
poning for the time giving any serious
consideration of their candidacies for
full membership in NATO.

The second important matter ad-
dressed by House Resolution 59 is the
ongoing effort to rethink their rela-
tionship with NATO. | am referring
here to such an issue as the European
Security and Defense ldentity within
NATO, the so-called ESDI, and the Eu-
ropean Union’s Common Foreign and
Security Policy, or the CFSP.

To the degree that these initiatives
are about European allies contributing
more to our common defense within
NATO, we applaud them. After all,
most of us would have been delighted if
our European allies had been able to
handle the Bosnian crisis on their own
or if they could have contributed more
to the allied operations in Kosovo.

But many of us are troubled by indi-
cations that these initiatives may be
the first step toward a divorce between
the European and North American pil-
lars of NATO. Some of our European
allies seem to long for an independent
military capability, one that is not
just separable from NATO, but that is
separate.

Last December in Saint-Malo,
France, the United Kingdom and
France issued a declaration calling for
the establishment of a ‘‘national or
multinational European means outside
the NATO framework.”’

Subsequent to the Cologne Summit
last June, the leaders of the European
Union declared that the Union ‘“‘must
have the capacity for autonomous ac-
tion backed by credible military forces,
the means to decide to use them and a
readiness to do so without prejudice to
actions by NATO.”

For those of us who have long sup-
ported the transatlantic security bond
that is represented by NATO, these are
troubling sentiments. If the European
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Union develops a security mechanism
on the Continent that excludes not
only our Nation but also all the other
non-European Members of NATO, in-
cluding such important allies as Nor-
way, Poland, and Turkey, then very se-
rious damage will have been done to
the fabric of the transatlantic security
bond, and the logic of the continued
U.S. security commitments to Europe
that may be called into question.

Madam Speaker, House Resolution 59
addresses this concern by pointing out
that the key to a vibrant and a more
influential ESDI is not new institu-
tions, but the improvement of Euro-
pean military capabilities. The resolu-
tion further causes our allies in the Eu-
ropean Union to elaborate their CFSP
in a manner that does not duplicate
NATO efforts and institutions, is not
decoupled from NATO, and does not
discriminate against European allies
like Norway, Poland, and Turkey that
are members of the EU. These are im-
portant concerns that need to be dis-
cussed within the alliance.

Accordingly, Madam Speaker, for
these reasons, | urge the House to
agree to House Resolution 59.

Madam Speaker, | reserve the bal-
ance of my time.

Mr. ROHRABACHER. Madam Speak-
er, | yield myself such time as | may
consume.

Madam Speaker, first of all let me
say | have the utmost respect for the
chairman of this committee, the gen-
tleman from New York (Mr. GILMAN),
who has done a tremendous job in lead-
ing our Committee on International
Relations. The gentleman has the re-
spect of everyone who deals with him.
He has been one of the most fair and
thoughtful chairmen of the committee
that we have had, and | respectfully
disagree with him on this issue, as well
as respectfully disagree with my good
friend, the gentleman from Nebraska
(Mr. BEREUTER), who we have a dis-
agreement, but these type of funda-
mental disagreements is what democ-
racy is all about.

Let me say that 20 years ago when we
talked about NATO | was one of
NATO’s biggest boosters. As a speech
writer for Ronald Reagan during the
height of the Cold War, | worked to
strengthen NATO and worked dili-
gently to see that NATO would remain
what it was supposed to be; and it was
designed specifically to deter a land at-
tack by the Soviet Union on Western
Europe. NATO succeeded brilliantly. It
helped stave off that attack until the
Soviet Union collapsed in the weight of
communism’s vile contradictions as
well as its own evil. But the Cold War
is over. It is time for us to take a fun-
damental look at what our post-Cold
War strategy will be and what is in the
best interests of the United States now
that the Cold War is over.

There are new threats now to world
peace, especially in the Pacific, and we
have got to re-analyze where our prior-
ities will be. Continuing to spend our
limited resources on NATO actually



H11214

undermines America’s ability to deal
with the number one threat to world
peace, which, as | say, is on the other
side of the planet from Europe. Specifi-
cally world peace is most greatly
threatened now by the aggressiveness
of Communist China. If we are to con-
front this threat to the world, we can-
not just spend the money and resources
that we have, the limited resources we
have, protecting Western Europe
against an invasion from the Soviet
Union which no longer exists.

We are told we must continue this
spending of our limited defense dollars
on NATO because it provides stability
in Europe. Well, let the Europeans pro-
vide their own stability.

I recently met, along with the gen-
tleman from New York (Chairman GiL-
MAN), the head of the German Bundes-
tag, and, as a matter of fact, he told
me that Germany would be spending
less, not more, on its defense for at
least the next 5 years.

Well, why should the Europeans not
think, Let the Americans do it? Be-
cause we are doing it for them. We are
subsidizing the cost for the defense of
people and nations who are much rich-
er than we are.

Furthermore, our continued commit-
ment to NATO is bound to get us mixed
up in more conflicts like Bosnia and
Kosovo. With the expansion of NATO,
we will start hearing about conflicts
like the one in Moldova. Now, we may
sympathize with one faction or the
other in Moldova, but do we really
want to open up the possibility of send-
ing our troops there as part of a NATO
peacekeeping operation to ensure the
stability of Europe? | do not think so.

America has a vital role to play in
determining the future of this planet
and preserving peace and freedom on
this planet. Our task has been, since
the Second World War, to take on the
biggest threats to democracy and free-
dom, threats that, if it were not for us,
would irreversibly alter the balance of
power toward tyranny and militarism.

During the Second World War we
saved the world from the Nazis and the
Japanese militarists. We can be very
proud of that. During the Cold War we
stood firm against the Soviet Union
and Communist expansion.

Using our limited resources now for
the stability of Europe, or to bring
about peace to every troubled spot, to
right every wrong, is counter-
productive idealism and will weaken
our ability to confront the major chal-
lenges to peace and freedom on this
planet.

NATO is the European way of playing
we Americans as suckers once again. If
we try to do everything for everybody,
we will not be able to do anything for
anybody. We will not be able to protect
our own national security interests in
the long run.

This is not isolationism. This is a
sound policy of an engagement strat-
egy of picking and choosing commit-
ments of where to spend our limited
dollars.
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So, with that, | would ask people to
consider seriously whether we should
be supporting the expansion of NATO,
or even America’s current role in
NATO.

Madam Speaker, | reserve the bal-
ance of my time.

Mr. CROWLEY. Madam Speaker, I
yield myself 2%>2 minutes.

Madam Speaker, | rise in strong sup-
port of H.R. 59, as amended. | would
like to commend the gentleman from
Nebraska (Mr. BEREUTER) for intro-
ducing this resolution. Fifty years of
membership in this extraordinary alli-
ance has reaffirmed that NATO is at
the heart of American national secu-
rity.

The original resolution passed our
committee unanimously back in
March. Understandably, in the wake of
the military conflict in Kosovo, the
full House postponed consideration of
this matter. | am glad today we can re-
sume deliberation on this worthy reso-
lution.

This resolution, as amended, makes
technical changes to update the bill’s
chronology and to reflect the success of
the Washington summit earlier this
year. In addition, the resolution now
expresses the sense of Congress about
the building efforts among our Euro-
pean allies to create a stronger Euro-
pean Security and Defense Identity,
ESDI, and a Common Foreign and Se-
curity Policy, CFSP.

I once again commend the majority
for cooperating with the minority in
crafting this language on this issue. |
also want to thank the chairman for
allowing us this 10 minutes of debate.
Along with the administration, we in
Congress support these efforts by our
European allies to shoulder a greater
burden of military activities within
NATO.

In concert with the administration,
we stress that these new efforts build
on and compliment existing coopera-
tion between the North American and
European allies. Our partnership has
provided security on the European con-
tinent for half a century. Today, in the
aftermath of a Cold War, a strong
NATO is as important as ever. If Bos-
nia and Kosovo have taught us any-
thing, it is that security problems and
the threats of war have not evaporated
from the heart of Europe simply be-
cause the Soviet Union no longer ex-
ists.

As | have said many times, we should
always keep a door open for future
membership for nations that will
strengthen NATO and the security out-
look in Europe. At the same time, we
must also look to continually strength-
en our relations with Russia and our
partnership with them in the Ukraine
in building long-term peace in Europe.

Madam Speaker, | again commend
the gentleman from Nebraska (Mr. BE-
REUTER) for including this language in
the resolution. 1 urge my colleagues to
support this resolution.

Madam Speaker, | reserve the bal-
ance of my time.
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Mr. ROHRABACHER. Madam Speak-
er, | yield 5 minutes to the gentleman
from California (Mr. CAMPBELL).

Mr. CAMPBELL. Madam Speaker,
there are three problems with this res-
olution. The first is that the NATO
treaty is defensive only, and by this
resolution we expand NATO’s purposes
to permit actions outside of the defen-
sive area of the NATO members.

Secondly, the mechanism for ap-
proval of such actions in this resolu-
tion is referred to as “‘a case by case
consensual alliance” decision, which,
to me, is incompatible with the con-
stitutional requirement that the use of
force, in a context that a normal un-
derstanding would call war, would have
to be done by resolution of both Houses
of Congress.

Third and last, because of the timing
of this resolution, particularly that it
was introduced on February 11 during
the Kosovo war, | believe that it is
open to the misinterpretation as a rati-
fication, admittedly posthoc ratifica-
tion, of the use of force under the
NATO aegis in that context.

I draw specific attention now to the
text of the resolution that supports
each of these three points. On page 4,
the resolved clause says that the new
NATO strategic concept ‘“‘articulates a
concrete vision’’ establishing that ‘“‘de-
fense of shared interests and values” is
‘‘as important for peace and stability
as maintaining a vigorous capability to
carry out collective defense.”

I pause in my quotation for a mo-
ment. So whereas the original NATO
treaty deals with collective defense,
this resolution says it is equally impor-
tant that we prosecute shared interests
and values. What are those shared in-
terests and values?

The answer is found on Page 2 in the
whereas clauses, we learn what some of
those are. ““Whereas such challenges to
NATO allied interests and values
include . . .”” continuing quote, ‘‘con-
flicts outside the treaty area stemming
from unresolved historical disputes.”
An obvious reference, at least to me,
given the date of this resolution in
February of this year, to the Kosovo
war, and an obvious example (I could
not ask for a more clear one) of the use
of force outside the treaty area, where-
as the NATO treaty itself specifies that
the NATO countries will treat an at-
tack upon the sovereign integrity of
anyone as an attack upon all. It was a
defensive territorial-focused treaty.

Lastly, on page 5, in the third re-
solved clause, beginning on page 4, the
resolution provides that the alliance
should, again just picking out the
words, now | quote, “identify crisis
management operations outside the
NATO treaty area based on a case-by-
case consensual alliance decision.”

In other words, the alliance will
make its decisions on a consensual
basis for when to go outside of area.
That is what it says, outside of the
NATO treaty area, outside of the au-
thorized area for the use of force under
the terms of the NATO treaty as it was
ratified by the Senate.
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And who will decide? It will be by
consensual decisions of the Alliance,
not by the Senate and House of the
United States Congress, which is what
the Constitution requires.

I close with a word of concern about
my effort to try to instill respect for
the Constitution in the area of war-
making authority. | have fought to
bring the resolution regarding the war
to the floor during the Kosovo war. |
am happy to say that we did our con-
stitutional duty. We stood up and said
no, we did not authorize the use of
force.

Nevertheless, the President went
ahead and for 79 days bombed Yugo-
slavia which was not at war with the
United States, which had not threat-
ened the territorial integrity of a sin-
gle NATO country. In that context,
this resolution was introduced.

It will appear to a court, | believe, as
though we are today sending a message
of ratification that we did not at that
time. Nor is this an extreme or far-
fetched belief, because the Federal Dis-
trict Court, in rejecting the lawsuit
with which | followed my actions on
the House floor, the Federal District
Court ruled that a Member of Congress
lacked standing to assert the Constitu-
tion when there was war happening in
Kosovo, that a Member of Congress
could not bring the lawsuit.

The reason the judge said so was not
because of what Congress had done in
voting against the use of force, in vot-
ing against the bombing, but what Con-
gress had not done: that the House had
not voted to withdraw the troops. In
other words, the Federal District judge
took an implication from the failure of
the House to act.

That is a remarkable stretch for judi-
cial interpretation. How much more
easily will a court interpret a resolu-
tion we pass today applauding the use
of extraterritorial NATO force, accord-
ing to consensual NATO processes?

| fear for the Nation when the safe-
guards placed in operation by our
Founders in the Constitution are cava-
lierly set aside, as | believe they were
during the Kosovo war. | have nothing
but the highest regard for those who
offered this resolution, but | must dis-
agree with their effort.

Mr. GILMAN. Madam Speaker, |
yield such time as he may consume to
the gentleman from Nebraska (Mr. BE-
REUTER), the distinguished chairman of
our Subcommittee on Asia and the Pa-
cific.

(Mr. BEREUTER asked and was
given permission to revise and extend
his remarks.)

Mr. BEREUTER. Madam Speaker, |
thank the chairman for yielding me
this time, and for the good survey that
he has provided in his initial com-
ments.

One of the reasons this legislation is
so important, the resolution being
moved today, is because many of us
have concerns about the new European
pillar that would be created within the
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European Union as a result of the
Franco-British accord and the Cologne
summit of the EU that followed. There
is the likelihood, the way things are
proceeding, that the European pillar,
the ESDI, would be created outside
NATO within the European Union.

As the chairman indicated, we are
concerned about decoupling this Euro-
pean capacity from NATO, that is one
D; about discrimination against mem-
bers of NATO that are not members of
the European Union, that is the second
D; and about duplication of effort, the
third D, duplication between NATO’s
capacities and the capacity that would
be created within the European Union.

For these reasons addressed by the
resolve clause in this resolution, its
passage is particularly important
today.

I do want to assure the gentleman
from California (Mr. ROHRABACHER)
that | certainly understand the secu-
rity concerns we have in the Asia-Pa-
cific region. After all, as the chairman
of that subcommittee, | focus on these
things. But as this resolution puts
forth, there are other concerns today
that the members of NATO really did
not expect to be facing. They relate,
for example, to proliferation of weap-
ons of mass destruction and terrorism.

I would say to my colleague, the gen-
tleman from California (Mr. CAMP-
BELL), that | think his concerns, which
are legitimate in general, are over-
wrought and do not directly relate to
this resolution.

It is true the resolution was origi-
nally introduced in February. It is not
meant to have nor do | think it does
have any impact upon a ratification of
the use of force with respect to Bosnia
or in Kosovo, for that matter.

I want to also emphasize for my col-
leagues that nothing provided in our
NATO membership impinges upon the
constitutional guarantees for the use
of force, for example, in which Con-
gress should have a role, which this
Congressman from California has dili-
gently been trying to pursue, to his
credit. This does not impinge upon the
constitutional processes of any mem-
ber state, including the United States.

I would say this point needs to be
made to the gentleman, that any kind
of out-of-area action by NATO must be
held to the standard that that kind of
out-of-area action must be important
to the security of one or more of the
members of NATO. That is the only
justification for out-of-area action by
NATO forces. Even if it is a combined
joint task force, a coalition, if the U.S.
would participate, we must insist upon
that out-of-area action being impor-
tant to the security of one or more of
the members of NATO, of the 19 coun-
tries that are part of that treaty.

I think it is an important resolution
to pass. | think it is particularly im-
portant in light of what is happening in
the European Union.

Mr. ROHRABACHER. Madam Speak-
er, | yield 2 minutes to the gentleman
from Maryland (Mr. BARTLETT).
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(Mr. BARTLETT of Maryland asked
and was given permission to revise and
extend his remarks.)

Mr. BARTLETT of Maryland. Madam
Speaker, deep under the Ural Moun-
tains, under a mountain called
Yamantau, the Russians continue to
build and expand the world’s largest,
deepest, most nuclear-secure facility.

Started under Brezhnev, they have
now spent $4.5 billion on this super-se-
cret facility. They are doing this, and
by the way, they are now increasing,
they are ramping up their efforts. They
are doing this at a time when they can-
not pay their military, when they can-
not provide housing for their military.

| asked my colleagues and | asked ad-
ministration officials, why would they
do this? What | am told is they do this
because they are paranoid.

I have had a super top secret code
word briefing on what is called silver
bullets. These are efforts on the part of
the Russians to leapfrog our war-mak-
ing capabilities. They know they can-
not compete with us in conventional
weaponry, so they are seeking to leap-
frog our technologies so our war-mak-
ing capabilities will be neutralized.

| asked again, why would they do
this? What | am told is they do this be-
cause they are paranoid. They have so
many, so many needs in their country,
why would they spend money doing
this?

If they are doing these things be-
cause they are paranoid, then | ask the
question, why would we want to feed
their paranoia by expanding NATO?
They see NATO as a threat. Why would
we want to feed their paranoia? NATO
may have a role to play. That role
should not be in antagonizing the Rus-
sians, in feeding their paranoia. If we
are to pass a resolution like this, it
needs to be reworded so it will not be
threatening to the Russians.

Mr. CROWLEY. Madam Speaker, |
yield 3 minutes to the gentleman from
Wisconsin (Mr. KIND).

(Mr. KIND asked and was given per-
mission to revise and extend his re-
marks.)

Mr. KIND. Madam Speaker, | have
read the resolution. | do not view any
word in the resolution as threatening
in any way to Russia. That is why | can
rise in strong support of the resolution
today.

There is no doubt that America must
remain firmly committed to NATO, as
it remains firmly committed to ensur-
ing the peace and stability on the Eu-
ropean continent and throughout the
North Atlantic region.

This resolution was drafted in antici-
pation of the 50th anniversary of NATO
held here in Washington last April. For
50 years NATO has stood as the pre-
eminent defense alliance protecting
this Nation, its allies, and its vital in-
terests from the threat of aggression
and the threat of regional instability.

For 50 years NATO has provided this
Nation with the invaluable opportunity
to remain constantly and actively en-
gaged with its key allies. For 50 years
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NATO has proven that Nations sharing
common ideologies, common values,
and common goals can in fact stand
stronger together than if alone, and
can maintain peace in difficult, dan-
gerous times.

Fifty years ago, NATO was created to
hedge against the spread of tyranny in
a war-ravaged Europe. At the time
there were doubters, those who be-
lieved, even after the United States
found itself drawn into two world wars
within 25 years, that we should go it
alone and close the gates to fortress
America.

Thankfully, this country did not
adopt such a strategy. Instead, we em-
ployed the Marshall Plan to rebuild
Europe from the ashes of conflict, and
we established NATO to provide for the
defense against the post-war totali-
tarianism in the region.

Isolationism did not prevail then,
and it is very appropriate, 50 years
after the creation of that Alliance, to
deflect the scattered cries for a new
form of isolationism in this countr?/.

For 40 years NATO stood not only as
a line of defense but as an incredibly
effective deterrent. For the last 10
years NATO has stood ready to pre-
serve European stability. It has been
successful in its evolving mission. Most
recently, and while facing very
daunting challenges, NATO has sought
to bring peace and stability to the Bal-
kans, the very region that provided the
spark that led to the conflagration
known as the First World War.

Back in 1949, many in the United
States claimed that we should not be
engaged in Europe because we could
not maintain peace in a region natu-
rally drawn to war. It was argued then
that the history of Europe was one of
nationalism and ethnic extremism, and
war among those nations was inevi-
table. Yet, because of NATO, Western
Europe has seen one of the most peace-
ful and prosperous periods in its his-
tory.

Throughout the nineties we have
heard the same argument regarding
any attempts to maintain peace in cen-
tral Europe. In fact, not many months
ago, many in this House insisted that
NATO would not remain unified in its
action against the tyranny of
Milosevic. Yet the Alliance stood firm,
and military success was achieved.

The peace will be hard fought, but by
tapping into the resolve and commit-
ment of exhibited by the members of
NATO, which now including members
close to the Balkans, peace and sta-
bility can be established in the wake of
military successes.

NATO ENLARGEMENT

This resolution also commemorates
the enlargement of NATO to include
Poland, Hungary, and the Czech Repub-
lic. The success of NATO and its mem-
bers’ drive to contain, and ultimately
de-construct, Soviet authori-
tarianism, has led to the flourishing of
democratic movements throughout
Central and Eastern Europe. The inclu-
sion in NATO of three key nations for-
merly bound by the Iron Curtain
speaks volumes for the power of the al-
liance and its relevance in today’s
changing geopolitical landscape.
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NEW THREATS DEMANDS A COMMITMENT TO
NATO

As this nation, its allies, and the alli-
ances to which we belong, face new and
unconventional threats from rogue na-
tions, terrorist states and weapons of
mass destruction, the deterrent effect
of NATO remains relevant and vital. If
those who would commit atrocities can
look to the cohesiveness and deter-
mination of a broader reaching NATO,
they will be more likely to give pause
to any rash acts against alliance mem-
bers or their interests. The United
States must maintain a leadership role
in NATO’s preparedness against these
new threats. Our citizens travel the
world. Their government must be there
with them—strong and committed.

No alliance, no strategy, and no plan
creates certainty in international rela-
tions. However, NATO’s unparalleled
success in protecting Europe and the
North Atlantic region proves that,
with courage and determination, this
Nation can boldly assert the values of
democracy and peace.

In conclusion, let me just commend
today not only the institution of NATO
and its member nations but those who
actually make the peace possible, our
troops stationed abroad with their Alli-
ance colleagues, working together to
ensure the mutual security of all our
families.

I look forward to the future successes
of NATO and the ideals it protects.

Mr. ROHRABACHER. Madam Speak-
er, | yield 1 minute to the gentleman
from Florida (Mr. Goss).

(Mr. GOSS asked and was given per-
mission to revise and extend his re-
marks.)

Mr. GOSS. Madam Speaker, | thank
my friend and colleague, my classmate
from California, and even though we do
have a disagreement in this, his gen-
erosity shows in letting us discuss this
and having a useful debate.

I want to thank the gentleman from
New York (Chairman GILMAN) and the
gentleman from Nebraska (Chairman
BEREUTER) for their extraordinary
leadership on this issue.

I think it is important to know that
it is a different world today and a more
dangerous world. NATO has been the
anchor for our national security in Eu-
rope for lo these many decades, since
the Second World War. It still is our
anchor. It is still a value-added organi-
zation for the member states and their
related partners in the organization for
a couple of reasons.

First, the common defense is very ob-
vious. Greater efforts toward peace and
stability are what we all strive at when
we are dealing with foreign affairs and
national security.

Secondly, the interrelationships be-
tween the member states to stress
working cooperation on areas where
they can cooperate, rather than to re-
late to some of the differences they
have had historically that have led to
tragic consequences on that continent,
I think is a very important by-product
of the NATO organization.

But third, and the thing that is be-
fore us today, and the reason this reso-
lution is so important to support, is
the challenge of how should NATO

November 2, 1999

focus its energies in today’s world and
what should NATO’s capabilities there-
fore be.

I think it is critically important that
the United States of America be a very
strong voice in those deliberations and
in those decisions and the discussion. |
think that is exactly why we are here
today sending a resolution saying we
will be a strong voice, and also resolv-
ing some of the issues that our col-
leagues, the gentleman from California
(Mr. CamPBELL) and the gentleman
from California (Mr. ROHRABACHER),
have brought forward properly that do
need to be resolved.

Mr. CROWLEY. Madam Speaker, |
yield 2 minutes to my friend, the dis-
tinguished gentleman from New York
(Mr. NADLER).

Mr. NADLER. Madam Speaker, for 50
years it has been ritualistic for Amer-
ican public officials in public bodies to
affirm support and solidarity for
NATO. We should remember why.
NATO was formed as a protection
against the possibility of a Soviet at-
tack, armed attack, armed aggression,
against Western Europe, and to bring
the United States and Western Europe
together as a defense alliance.

That purpose and that danger no
longer exists. NATO nonetheless has
many other purposes, and they are
properly delineated in this resolution.
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I must oppose this resolution none-
theless because of three paragraphs in
it. The resolution states, ‘‘approval for
the membership of the Czech Republic,
Hungary and Poland in NATO and in-
vites further enlargement of NATO
from other former Warsaw Pact coun-
tries,” and then says contradictorily,
“NATO should seek to strengthen its
relations with Russia and Ukraine as
its central partners in building long-
term peace in the Euro Atlantic area.”

Madam Speaker, the Soviet Union no
longer exists, but Russia is still a large
nation and potentially a friendly one
or potentially a dangerous one, and our
policy should be directed at trying to
enhance those forces within Russia,
trying to transform that country into a
democratic market economy, into a
friendly country, into a responsible
country, instead of doing what we can
to provoke nationalistic forces, to pro-
voke xenophobic forces, to provoke dic-
tatorial forces in Russia.

The expansion of NATO is a direct
provocation to all segments of Russia’s
political spectrum; weakens the demo-
cratic forces; weakens the pro-market
forces, weakens the pro-Western forces
and strengthens the xenophobic and
ultranationalistic forces. It is unneces-
sary, and it makes this world a more
dangerous place.

This resolution, were it not for those
three paragraphs, would be worthy of
support and with those three para-
graphs it goes in the wrong direction
and | urge its defeat.

Mr. ROHRABACHER. Madam Speak-
er, | yield 3 minutes to the gentleman
from Ohio (Mr. KUCINICH).
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Mr. KUCINICH. Madam Speaker,
NATO was originally formed in 1949 as
a defensive alliance. It was formed to
protect against attacks, not to initiate
attacks. Moreover, NATO’s charter,
Article 5 defines the alliance as ‘“‘col-
lective defense against armed attack
and limits NATO to attacking only in
self-defense.”” Article 5 of the NATO
treaty states, ‘‘the parties agree that
an armed attack against one or more of
them in Europe or North America shall
be considered an attack against them
all.”

I believe that nations should have
that security and have the ability to
defend themselves against unprovoked
aggression. NATO provided this blan-
ket of security for the North Atlantic
countries for the past 50 years. That is
why Hungary, the Czech Republic, Po-
land, wanted to join. This is why Lith-
uania, Latvia, Estonia, Croatia, Roma-
nia and others want to join NATO, for
increased protection, for increased se-
curity; and so NATO has changed.

The recent attack on the Federal Re-
public of Yugoslavia was the first ac-
tion ever taken by NATO against a sov-
ereign nation. This action did not sat-
isfy Article 5 of the NATO charter,
which limits NATO to defensive at-
tacks. No country attacked a NATO
country prior to the NATO attack in
the Kosovo province and Yugoslavia.

So while today this resolution would
recommit the United States to NATO
and European security, we must hon-
estly ask if the mission of NATO and
the NATO treaty was violated by the
Kosovo bombing. In mid-April as the
war continued over Yugoslavia, NATO
modified its charter combining both
defensive and offensive actions. The
strategic concept, which Congress will
endorse with this resolution, now
states in part 4, section 41, that NATO
“must be prepared to contribute to
conflict prevention and to conduct non-
Article 5 crisis response operations,”
end of quote, which means NATO can
conduct unilateral bombing against
any nation.

This is a blank check to wage war.
The implications of this change will be
serious, and this Congress must take
note of it so that NATO does not be-
come a law unto itself, a blind, uncon-
scious force which usurps democrat
process and values and becomes an im-
personal force, and it is more powerful
than individual nations.

If NATO is endorsed as an offensive
force, what does this mean? Does it
mean an end to the United Nations se-
curity role? Will it mean that NATO
may act unilaterally anywhere in the
world according to what it deems is a
threat? Does it mean that there are no
limits to NATO’s potential military ac-
tions, since all NATO has to do is to
change its charter to justify mission
creep?

Now, | support the defensive security
which NATO has to offer. NATO was
formed to protect against attacks, not
to initiate attacks.

I believe that this Congress must re-
take its role as described in the con-
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stitution, article 1, Section 8, that this
Congress has the power and the author-
ity alone to put this country into war.
We should not cede it to a President,
and we should not cede it to the North
Atlantic Treaty Organization.

Mr. CROWLEY. Madam Speaker, |
yield 2% minutes to the gentleman
from Nebraska (Mr. BEREUTER).

(Mr. BEREUTER asked and was
given permission to revise and extend
his remarks.)

Mr. BEREUTER. Madam Speaker, |
thank the gentleman from New York
(Mr. CrROWLEY) for his generosity in
yielding me this time.

Another gentleman from New York
talked about his concerns about the ex-
pansion of NATO, and | understand
that there is controversy about the
fact that the Czech Republic and Po-
land and Hungary were brought into
the first tranche of new membership,
moving the membership from 16 to 19,
but the Congress in both Houses by
various means in direct action on the
floor of the House and the Senate have
approved that expansion and our execu-
tive branch has implemented it by the
treaty change.

In fact, | think there is strong senti-
ment to responsibly, carefully expand
NATO as other countries prepare and
do meet the qualifications for member-
ship. It is certainly understandable
why the countries of Eastern and Cen-
tral Europe want to be a part of NATO.
NATO, after all, was founded on the
principle of the rule of law and indi-
vidual liberty.

It has become the cornerstone of
Western peace and prosperity. It has
permitted a sharing of the burden of
national defense where all 16 countries,
now 19, agree that attack on one is an
attack against all. Because we no
longer have a looming threat to our
very survival since the collapse of the
Iron Curtain and the absolute signifi-
cance of this collective guarantee has
faded from some memories, the gen-
tleman of Maryland (Mr. BARTLETT)
has just reminded us about the need for
NATO. | think he reinforced the need
for NATO. | think it is fair to say,
therefore, that without NATO, tens of
millions, perhaps hundreds of millions
of people would have been subjected to
continuing tyranny.

NATO has been a dramatic success;
and now, as | mentioned, Europe, our
NATO allies and indeed the United
States faces a whole range of addi-
tional threats and concerns which, in
part, the gentleman from Florida (Mr.
Goss) spoke to a few minutes ago.
NATO nevertheless remains the ulti-
mate bulwark against a reemergence of
a destabilizing hegemonic power. We
hope that is not Russia but, in fact,
some of the concerns that the gen-
tleman from Maryland raised are there
in people’s minds. We are extending, in
a variety of fashions, through the
NATO structure, a hand of peace and
assistance to Russia and indeed the
Ukraine, but they have to be willing to
accept it; and we are committed to
working with them.
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I think it is important that we focus
finally on why it is that this resolution
is before us. It is a concern that NATO
may be weakened to address tradi-
tional mutual defense responsibilities
or new threats to NATO countries by a
dividing of the European Union’s re-
sponsibilities with NATO.

Mr. ROHRABACHER. Madam Speak-
er, | yield 30 seconds to the gentleman
from New York (Mr. GILMAN).

Mr. GILMAN. Madam Speaker, |
yield myself 15 seconds.

The SPEAKER pro tempore (Mrs.
BIGGERT). The gentleman from New
York (Mr. GILMAN) is recognized for 45
seconds.

Mr. GILMAN. Madam Speaker, |
thank the gentleman from California
(Mr. ROHRABACHER) for yielding me
time.

Madam Speaker, in conclusion let me
reiterate that the U.S. continues to
have a vital interest in a strong and in
an enlarged NATO. To my colleague
from California (Mr. ROHRABACHER), |
would say that he and | agree about the
threats to international peace and se-
curity that exist and are growing in
the Asia Pacific region; but it is help-
ful to us, not harmful, to be an alliance
with like-minded democracies as we de-
velop strategies to address these
threats. We are infinitely stronger in
dealing with countries like China and
North Korea when we combine re-
sources and align ourselves with the
democracies in Western Europe.

To the gentleman from California
(Mr. CAMPBELL), | say that there is
nothing in this resolution that sug-
gests or is intended to suggest that we
are surrendering our constitutional
prerogatives to declare war when
NATO contemplates military action.

Mr. ROHRABACHER. Madam Speak-
er, | yield 1 minute to the gentleman
from California (Mr. CAMPBELL).

Mr. CAMPBELL. Madam Speaker,
the chairman of our full committee
gave his assurance and he is a man of
honor and | am grateful for that assur-
ance on the Record. However, the
words of the resolution say that we
commend NATO for choosing, as a new
role, to identify crisis management op-
erations outside the NATO treaty area
based on case-by-case consensual alli-
ance decisions, and the resolution was
dated February 11, in the middle of the
Kosovo war.

Madam Speaker, there is no ambi-
guity that this will be taken as an ap-
proval for the mechanism that was
being used at that moment. My dear
friend, the gentleman from Nebraska
(Mr. BEREUTER), says that the NATO
treaty is consistent with the constitu-
tion. Yes, but the war in Kosovo was
not; it was not.

The House did not declare war. The
Senate did not declare war. And it was
war. The President said it was armed
conflict, not war. The American people
know it was war, and in the midst of
that war when this resolution was in-
troduced, this resolution says that we
applaud and agree with this new task
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for NATO to choose crisis management
operations outside the treaty area.

Mr. ROHRABACHER. Madam Speak-
er, | yield myself 1¥2 minutes.

Madam Speaker, today we have heard
a very useful debate, but it is a very se-
rious debate; and it is especially seri-
ous for the next generation of Ameri-
cans. Where are we going to put our
emphasis? Where are we going to put
our dollars? Where are we going to put
our commitments? NATO costs be-
tween $10 billion and $20 billion every
year just to be a part of NATO.

After 5 years of spending with NATO
or 10 years of NATO spending, we could
have a missile defense system for the
United States of America, but we are
giving that up by simply providing $10
billion to $20 billion a year for Euro-
pean stability.

This resolution is designed, of course,
for the expansion of NATO, and by its
very nature will cause fear in Russia
and, as the gentleman from New York
(Mr. NADLER) pointed out, is counter-
productive, will lead to worse relations
with Russia when we should be trying
to help the democratic elements in
Russia not fear the United States of
America. It will leave us weaker in the
Pacific.

Finally, as this resolution is de-
signed, it is designed to get us into
more conflicts like Bosnia, like
Kosovo, and perhaps in Africa, perhaps
in Moldavia. We do not need to waste
our precious resources and risk the
lives of our people in these conflicts
around the world. That is what this
resolution is designed to do. It is a
blank check for America’s young peo-
ple to go overseas and to spend our lim-
ited defense dollars in a counter-
productive way.

NATO served its purpose. Let us de-
clare victory in the Cold War and come
home and set our new priorities which
have more to do with the reality of
today than the reality of 20 years ago
and 40 years ago. | oppose this resolu-
tion.

Mr. ROHRABACHER. Madam Speak-
er, | yield 30 seconds to the gentleman
from New York (Mr. GILMAN).

Mr. GILMAN. Madam Speaker, |
want to thank the gentleman from
California (Mr. ROHRABACHER) for
yielding me additional time.

Madam  Speaker, in conclusion,
NATO has served our national interest
well for the last 50 years, will serve us
well into the future and will help con-
solidate and expand democracy in Eu-
rope, and it will strengthen the forces
of democracy in dealing with the
emerging threats in Asia and else-
where. This resolution is not a blank
check that Congress must author. This
is an important resolution. | urge my
colleagues to fully support it.

Ms. JACKSON-LEE of Texas. Mr. Speaker,
| rise in favor of House Resolution 59 to ex-
press the sense that the House should remain
committed to the North Atlantic Treaty Organi-
zation. For fifty years NATO has protected our
borders and the borders of our allies, pre-
serving democracy, the rule of law and indi-
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vidual liberties. NATO has served as an im-
portant forum for promoting stability in the
North Atlantic region and is representative of
the collective effort of the North Atlantic states
defending members against security risks. In-
deed NATO remains the preeminent institution
for addressing future external threats.

NATO has played a key role in developing
democracies and instilling democratic ideals in
Central and Eastern Europe. This too helps to
solidify the security of the rest of the North At-
lantic region.

Recognizing that the security of NATO
member states is inseparably linked to that of
the whole of Europe, and the consolidation
and strengthening of democratic and free soci-
eties on the entire continent is an important
concern to the NATO Alliance and its partners.

For these reasons, the House of Represent-
atives should commend NATO and its work
and should support its future efforts to main-
tain peace and stability in the North Atlantic
region. The House must remain committed to
the Alliance and should promote the adoption
of a strategic concept clearly establishing that
defense of shared interests and values that
are as important for peace and stability as
maintaining a vigorous capability to carry out
collective defense.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from New York (Mr.
GILMAN) that the House suspend the
rules and agree to the resolution,
House Resolution 59, as amended.

The question was taken.

Mr. ROHRABACHER. Madam Speak-
er, on that | demand the yeas and nays.

The yeas and nays were ordered.

The SPEAKER pro tempore. Pursu-
ant to clause 8 of rule XX and the
Chair’s prior announcement, further
proceedings on this motion will be
postponed.

0O 1145

FOREIGN NARCOTICS KINGPIN
DESIGNATION ACT

Mr. GILMAN. Madam Speaker, |
move to suspend the rules and pass the
bill (H.R. 3164) to provide for the impo-
sition of economic sanctions on certain
foreign persons engaging in, or other-
wise involved in, international nar-
cotics trafficking.

The Clerk read as follows:

H.R. 3164

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“Foreign Nar-
cotics Kingpin Designation Act’.
SEC. 2. FINDINGS AND POLICY.

(a) FINDINGS.—Congress makes the fol-
lowing findings:

(1) Presidential Decision Directive 42,
issued on October 21, 1995, ordered agencies
of the executive branch of the United States
Government to, inter alia, increase the pri-
ority and resources devoted to the direct and
immediate threat international crime pre-
sents to national security, work more close-
ly with other governments to develop a glob-
al response to this threat, and use aggres-
sively and creatively all legal means avail-
able to combat international crime.

(2) Executive Order No. 12978 of October 21,
1995, provides for the use of the authorities
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in the International Emergency Economic
Powers Act (IEEPA) (50 U.S.C. 1701 et seq.) to
target and apply sanctions to 4 international
narcotics traffickers and their organizations
that operate from Colombia.

(3) IEEPA was successfully applied to
international narcotics traffickers in Colom-
bia and based on that successful case study,
Congress believes similar authorities should
be applied worldwide.

(4) There is a national emergency resulting
from the activities of international narcotics
traffickers and their organizations that
threatens the national security, foreign pol-
icy, and economy of the United States.

(b) PoLicy.—It shall be the policy of the
United States to apply economic and other
financial sanctions to significant foreign
narcotics traffickers and their organizations
worldwide to protect the national security,
foreign policy, and economy of the United
States from the threat described in sub-
section (a)(4).

SEC. 3. PURPOSE.

The purpose of this Act is to provide au-
thority for the identification of, and applica-
tion of sanctions on a worldwide basis to,
significant foreign narcotics traffickers,
their organizations, and the foreign persons
who provide support to those significant for-
eign narcotics traffickers and their organiza-
tions, whose activities threaten the national
security, foreign policy, and economy of the
United States.

SEC. 4. PUBLIC IDENTIFICATION OF SIGNIFICANT
FOREIGN NARCOTICS TRAFFICKERS
AND REQUIRED REPORTS.

(a) PROVISION OF INFORMATION TO THE
PRESIDENT.—The Secretary of the Treasury,
the Attorney General, the Secretary of De-
fense, the Secretary of State, and the Direc-
tor of Central Intelligence shall consult
among themselves and provide the appro-
priate and necessary information to enable
the President to submit the report under
subsection (b). This information shall also be
provided to the Director of the Office of Na-
tional Drug Control Policy.

(b) PuBLIC IDENTIFICATION AND SANCTIONING
OF SIGNIFICANT FOREIGN NARCOTICS TRAF-
FICKERS.—Not later than June 1, 2000, and
not later than June 1 of each year thereafter,
the President shall submit a report to the
Permanent Select Committee on Intel-
ligence, and the Committees on the Judici-
ary, International Relations, Armed Serv-
ices, and Ways and Means of the House of
Representatives; and to the Select Com-
mittee on Intelligence, and the Committees
on the Judiciary, Foreign Relations, Armed
Services, and Finance of the Senate—

(1) identifying publicly the foreign persons
that the President determines are appro-
priate for sanctions pursuant to this Act;
and

(2) detailing publicly the President’s intent

to impose sanctions upon these significant
foreign narcotics traffickers pursuant to this
Act.
The report required in this subsection shall
not include information on persons upon
which United States sanctions imposed
under this Act, or otherwise on account of
narcotics trafficking, are already in effect.

(c) UNCLASSIFIED REPORT REQUIRED.—The
report required by subsection (b) shall be
submitted in unclassified form and made
available to the public.

(d) CLAssSIFIED REPORT.—(1) Not later than
July 1, 2000, and not later than July 1 of each
year thereafter, the President shall provide
the Permanent Select Committee on Intel-
ligence of the House of Representatives and
the Select Committee on Intelligence of the
Senate with a report in classified form de-
scribing in detail the status of the sanctions
imposed under this Act, including the per-
sonnel and resources directed towards the



November 2, 1999

imposition of such sanctions during the pre-
ceding fiscal year, and providing background
information with respect to newly identified
significant foreign narcotics traffickers and
their activities.

(2) Such classified report shall describe ac-
tions the President intends to undertake or
has undertaken with respect to such signifi-
cant foreign narcotics traffickers.

(3) The report required under this sub-
section is in addition to the President’s obli-
gation to keep the intelligence committees
of Congress fully and completely informed of
the provisions of the National Security Act
of 1947.

(e) EXCLUSION OF CERTAIN INFORMATION.—

(1) INTELLIGENCE.—Notwithstanding any
other provision of this section, the reports
described in subsections (b) and (d) shall not
disclose the identity of any person, if the Di-
rector of Central Intelligence determines
that such disclosure could compromise an in-
telligence operation, activity, source, or
methods of the United States.

(2) LAwW ENFORCEMENT.—Notwithstanding
any other provision of this section, the re-
ports described in subsections (b) and (d)
shall not disclose the name of any person if
the Attorney General, in coordination as ap-
propriate with the Director of the Federal
Bureau of Investigation, the Administrator
of the Drug Enforcement Administration,
and the Secretary of the Treasury, deter-
mines that such disclosure could reasonably
be expected to—

(A) compromise the identity of a confiden-
tial source, including a State, local, or for-
eign agency or authority or any private in-
stitution that furnished information on a
confidential basis;

(B) jeopardize the integrity or success of
an ongoing criminal investigation or pros-
ecution;

(C) endanger the life or physical safety of
any person; or

(D) cause substantial
property.

(f) NOTIFICATION REQUIRED.—(1) Whenever
either the Director of Central Intelligence or
the Attorney General makes a determination
under subsection (e), the Director of Central
Intelligence or the Attorney General shall
notify the Permanent Select Committee on
Intelligence of the House of Representatives
and the Select Committee on Intelligence of
the Senate, and explain the reasons for such
determination.

(2) The notification required under this
subsection shall be submitted to the Perma-
nent Select Committee on Intelligence of the
House of Representatives and the Select
Committee on Intelligence of the Senate not
later than July 1, 2000, and on an annual
basis thereafter.

(g) DETERMINATIONS NOT TO APPLY SANC-
TIONS.—(1) The President may waive the ap-
plication to a significant foreign narcotics
trafficker of any sanction authorized by this
title if the President determines that the ap-
plication of sanctions under this Act would
significantly harm the national security of
the United States.

(2) When the President determines not to
apply sanctions that are authorized by this
Act to any significant foreign narcotics traf-
ficker, the President shall notify the Perma-
nent Select Committee on Intelligence, and
the Committees on the Judiciary, Inter-
national Relations, Armed Services, and
Ways and Means of the House of Representa-
tives, and the Select Committee on Intel-
ligence, and the Committees on the Judici-
ary, Foreign Relations, Armed Services, and
Finance of the Senate not later than 21 days
after making such determination.

(h) CHANGES IN DETERMINATIONS TO IMPOSE
SANCTIONS.—

(1) ADDITIONAL DETERMINATIONS.—(A) If at
any time after the report required under sub-

harm to physical
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section (b) the President finds that a foreign
person is a significant foreign narcotics traf-
ficker and such foreign person has not been
publicly identified in a report required under
subsection (b), the President shall submit an
additional public report containing the in-
formation described in subsection (b) with
respect to such foreign person to the Perma-
nent Select Committee on Intelligence, and
the Committees on the Judiciary, Inter-
national Relations, Armed Services, and
Ways and Means of the House of Representa-
tives, and the Select Committee on Intel-
ligence, and the Committees on the Judici-
ary, Foreign Relations, Armed Services, and
Finance of the Senate.

(B) The President may apply sanctions au-
thorized under this Act to the significant
foreign narcotics trafficker identified in the
report submitted under subparagraph (A) as
if the trafficker were originally included in
the report submitted pursuant to subsection
(b) of this section.

(C) The President shall notify the Sec-
retary of the Treasury of any determination
made under this paragraph.

(2) REVOCATION OF DETERMINATION.—(A)
Whenever the President finds that a foreign
person that has been publicly identified as a
significant foreign narcotics trafficker in the
report required under subsection (b) or this
subsection no longer engages in those activi-
ties for which sanctions under this Act may
be applied, the President shall issue public
notice of such a finding.

(B) Not later than the date of the public
notice issued pursuant to subparagraph (A),
the President shall notify, in writing and in
classified or unclassified form, the Perma-
nent Select Committee on Intelligence, and
the Committees on the Judiciary, Inter-
national Relations, Armed Services, and
Ways and Means of the House of Representa-
tives, and the Select Committee on Intel-
ligence, and the Committees on the Judici-
ary, Foreign Relations, Armed Services, and
Finance of the Senate of actions taken under
this paragraph and a description of the basis
for such actions.

SEC. 5. BLOCKING ASSETS AND PROHIBITING
TRANSACTIONS.

(a) APPLICABILITY OF SANCTIONS.—A signifi-
cant foreign narcotics trafficker publicly
identified in the report required under sub-
section (b) or (h)(1) of section 4 and foreign
persons designated by the Secretary of the
Treasury pursuant to subsection (b) of this
section shall be subject to any and all sanc-
tions as authorized by this Act. The applica-
tion of sanctions on any foreign person pur-
suant to subsection (b) or (h)(1) of section 4
or subsection (b) of this section shall remain
in effect until revoked pursuant to section
4(h)(2) or subsection (e)(1)(A) of this section
or waived pursuant to section 4(g)(1).

(b) BLOCKING OF ASSETS.—Except to the ex-
tent provided in regulations, orders, instruc-
tions, licenses, or directives issued pursuant
to this Act, and notwithstanding any con-
tract entered into or any license or permit
granted prior to the date on which the Presi-
dent submits the report required under sub-
section (b) or (h)(1) of section 4, there are
blocked as of such date, and any date there-
after, all such property and interests in prop-
erty within the United States, or within the
possession or control of any United States
person, which are owned or controlled by—

(1) any significant foreign narcotics traf-
ficker publicly identified by the President in
the report required under subsection (b) or
(h)(1) of section 4;

(2) any foreign person that the Secretary of
the Treasury, in consultation with the At-
torney General, the Director of Central In-
telligence, the Director of the Federal Bu-
reau of Investigation, the Administrator of
the Drug Enforcement Administration, the
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Secretary of Defense, and the Secretary of
State, designates as materially assisting in,
or providing financial or technological sup-
port for or to, or providing goods or services
in support of, the international narcotics
trafficking activities of a significant foreign
narcotics trafficker so identified in the re-
port required under subsection (b) or (h)(1) of
section 4, or foreign persons designated by
the Secretary of the Treasury pursuant to
this subsection;

(3) any foreign person that the Secretary of
the Treasury, in consultation with the At-
torney General, the Director of Central In-
telligence, the Director of the Federal Bu-
reau of Investigation, the Administrator of
the Drug Enforcement Administration, the
Secretary of Defense, and the Secretary of
State, designates as owned, controlled, or di-
rected by, or acting for or on behalf of, a sig-
nificant foreign narcotics trafficker so iden-
tified in the report required under subsection
(b) or (h)(1) of section 4, or foreign persons
designated by the Secretary of the Treasury
pursuant to this subsection; and

(4) any foreign person that the Secretary of
the Treasury, in consultation with the At-
torney General, the Director of Central In-
telligence, the Director of the Federal Bu-
reau of Investigation, the Administrator of
the Drug Enforcement Administration, the
Secretary of Defense, and the Secretary of
State, designates as playing a significant
role in international narcotics trafficking.

(c) PROHIBITED TRANSACTIONS.—EXxcept to
the extent provided in regulations, orders,
instructions, licenses, or directives issued
pursuant to this Act, and notwithstanding
any contract entered into or any license or
permit granted prior to the date on which
the President submits the report required
under subsection (b) or (h)(1) of section 4, the
following transactions are prohibited:

(1) Any transaction or dealing by a United
States person, or within the United States,
in property or interests in property of any
significant foreign narcotics trafficker so
identified in the report required pursuant to
subsection (b) or (h)(1) of section 4, and for-
eign persons designated by the Secretary of
the Treasury pursuant to subsection (b) of
this section.

(2) Any transaction or dealing by a United
States person, or within the United States,
that evades or avoids, or has the effect of
evading or avoiding, and any endeavor, at-
tempt, or conspiracy to violate, any of the
prohibitions contained in this Act.

(d) LAW ENFORCEMENT AND INTELLIGENCE
ACTIVITIES NOT AFFECTED.—Nothing in this
Act prohibits or otherwise limits the author-
ized law enforcement or intelligence activi-
ties of the United States, or the law enforce-
ment activities of any State or subdivision
thereof.

(e) IMPLEMENTATION.—(1) The Secretary of
the Treasury, in consultation with the At-
torney General, the Director of Central In-
telligence, the Director of the Federal Bu-
reau of Investigation, the Administrator of
the Drug Enforcement Administration, the
Secretary of Defense, and the Secretary of
State, is authorized to take such actions as
may be necessary to carry out this Act,
including—

(A) making those designations authorized
by paragraphs (2), (3), and (4) of subsection
(b) of this section and revocation thereof;

(B) promulgating rules and regulations
permitted under this Act; and

(C) employing all powers conferred on the
Secretary of the Treasury under this Act.

(2) Each agency of the United States shall
take all appropriate measures within its au-
thority to carry out the provisions of this
Act.
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(3) Section 552(a)(3) of title 5, United States
Code, shall not apply to any record or infor-
mation obtained or created in the implemen-
tation of this Act.

(f) JubiciAL REVIEW.—The determinations,
identifications, findings, and designations
made pursuant to section 4 and subsection
(b) of this section shall not be subject to ju-
dicial review.

SEC. 6. AUTHORITIES.

(a) IN GENERAL.—To0 carry out the purposes
of this Act, the Secretary of the Treasury
may, under such regulations as he may pre-
scribe, by means of instructions, licenses, or
otherwise—

(1) investigate, regulate, or prohibit—

(A) any transactions in foreign exchange,
currency, or securities; and

(B) transfers of credit or payments be-
tween, by, through, or to any banking insti-
tution, to the extent that such transfers or
payments involve any interests of any for-
eign country or a national thereof; and

(2) investigate, block during the pendency
of an investigation, regulate, direct and
compel, nullify, void, prevent, or prohibit
any acquisition, holding, withholding, use,
transfer, withdrawal, transportation, place-
ment into foreign or domestic commerce of,
or dealing in, or exercising any right, power,
or privilege with respect to, or transactions
involving, any property in which any foreign
country or a national thereof has any inter-
est,
by any person, or with respect to any prop-
erty, subject to the jurisdiction of the
United States.

(b) RECORDKEEPING.—Pursuant to sub-
section (a), the Secretary of the Treasury
may require recordkeeping, reporting, and
production of documents to carry out the
purposes of this Act.

(c) DEFENSES.—

(1) Full and actual compliance with any
regulation, order, license, instruction, or di-
rection issued under this Act shall be a de-
fense in any proceeding alleging a violation
of any of the provisions of this Act.

(2) No person shall be held liable in any
court for or with respect to anything done or
omitted in good faith in connection with the
administration of, or pursuant to, and in re-
liance on this Act, or any regulation, in-
struction, or direction issued under this Act.

(d) RULEMAKING.—The Secretary of the
Treasury may issue such other regulations
or orders, including regulations prescribing
recordkeeping, reporting, and production of
documents, definitions, licenses, instruc-
tions, or directions, as may be necessary for
the exercise of the authorities granted by
this Act.

SEC. 7. ENFORCEMENT.

(a) CRIMINAL PENALTIES.—(1) Whoever will-
fully violates the provisions of this Act, or
any license rule, or regulation issued pursu-
ant to this Act, or willfully neglects or re-
fuses to comply with any order of the Presi-
dent issued under this Act shall be—

(A) imprisoned for not more than 10 years,

(B) fined in the amount provided in title 18,
United States Code, or, in the case of an en-
tity, fined not more than $10,000,000,
or both.

(2) Any officer, director, or agent of any
entity who knowingly participates in a vio-
lation of the provisions of this Act shall be
imprisoned for not more than 30 years, fined
not more than $5,000,000, or both.

(b) CiviL PENALTIES.—A civil penalty not
to exceed $1,000,000 may be imposed by the
Secretary of the Treasury on any person who
violates any license, order, rule, or regula-
tion issued in compliance with the provisions
of this Act.

(c) JupiciAL REVIEW OF CIVIL PENALTY.—
Any penalty imposed under subsection (b)
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shall be subject to judicial review only to the
extent provided in section 702 of title 5,
United States Code.
SEC. 8. DEFINITIONS.

As used in this Act:

(1) ENTITY.—The term ‘“‘entity” means a
partnership, joint venture, association, cor-
poration, organization, network, group, or
subgroup, or any form of business collabora-
tion.

(2) FOREIGN PERSON.—The term ‘‘foreign
person’” means any citizen or national of a
foreign state or any entity not organized
under the laws of the United States, but does
not include a foreign state.

(3) NARCOTICS TRAFFICKING.—The term
“‘narcotics trafficking’” means any illicit ac-
tivity to cultivate, produce, manufacture,
distribute, sell, finance, or transport nar-
cotic drugs, controlled substances, or listed
chemicals, or otherwise endeavor or attempt
to do so, or to assist, abet, conspire, or
collude with others to do so.

(4) NARCOTIC DRUG; CONTROLLED SUBSTANCE;
LISTED CHEMICAL.—The terms ‘‘narcotic
drug’’, ‘“‘controlled substance’”, and ‘‘listed
chemical’’ have the meanings given those
terms in section 102 of the Controlled Sub-
stances Act (21 U.S.C. 802).

(5) PERSON.—The term “‘person’’ means an
individual or entity.

(6) UNITED STATES PERSON.—The term
“United States person’ means any United
States citizen or national, permanent resi-
dent alien, an entity organized under the
laws of the United States (including its for-
eign branches), or any person within the
United States.

(7) SIGNIFICANT FOREIGN NARCOTICS TRAF-
FICKER.—The term ‘‘significant foreign nar-
cotics trafficker’” means any foreign person
that plays a significant role in international
narcotics trafficking, that the President has
determined to be appropriate for sanctions
pursuant to this Act, and that the President
has publicly identified in the report required
under subsection (b) or (h)(1) of section 4.
SEC. 9. EXCLUSION OF PERSONS WHO HAVE BEN-

EFITED FROM ILLICIT ACTIVITIES
OF DRUG TRAFFICKERS.

Section 212(a)(2)(C) of the Immigration and
Nationality Act (8 U.S.C. 1182(a)(2)(C)) is
amended to read as follows:

“(©) CONTROLLED SUBSTANCE TRAF-
FICKERS.—AnNy alien who the consular officer
or the Attorney General knows or has reason
to believe—

‘(i) is or has been an illicit trafficker in
any controlled substance or in any listed
chemical (as defined in section 102 of the
Controlled Substances Act (21 U.S.C. 802)), or
is or has been a knowing aider, abettor, as-
sister, conspirator, or colluder with others in
the illicit trafficking in any such controlled
or listed substance or chemical, or endeav-
ored to do so; or

‘“(ii) is the spouse, son, or daughter of an
alien inadmissible under clause (i), has,
within the previous 5 years, obtained any fi-
nancial or other benefit from the illicit ac-
tivity of that alien, and knew or reasonably
should have known that the financial or
other benefit was the product of such illicit
activity,
is inadmissible.”.

SEC. 10. EFFECTIVE DATE.

This Act shall take effect on the date of
enactment of this Act.

The SPEAKER pro tempore (Mrs.
BIGGERT). Pursuant to the rule, the
gentleman from New York (Mr. GiL-
MAN) and the gentleman from New
York (Mr. CROWLEY) each will control
20 minutes.

Mr. NADLER. Madam Speaker, | rise
to claim the time in opposition since |
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gather that both gentlemen from New
York, Mr. GILMAN and Mr. CROWLEY,
are in support.

The SPEAKER pro tempore. Is the
gentleman from New York (Mr. CROw-
LEY) in favor of the motion?

Mr. CROWLEY. Yes, | am, Madam
Speaker.

The SPEAKER pro tempore. On that
basis, pursuant to clause 1(c) of rule
XV, the gentleman from New York (Mr.
NADLER) will control the 20 minutes re-
served for the opposition.

The Chair recognizes the gentleman
from New York (Mr. GILMAN).

Mr. GILMAN. Madam Speaker, I am
pleased to yield 10 minutes to the gen-
tleman from Florida (Mr. McCoLLUM),
and |1 ask unanimous consent that he
be permitted to control the time as he
may deem appropriate.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from New York?

There was no objection.

Mr. NADLER. Madam Speaker, since
this side ought to be represented in
support also, | yield 10 minutes to the
gentleman from New York (Mr. CRow-
LEY), and | ask unanimous consent that
he be permitted to control that time.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from New York?

There was no objection.

GENERAL LEAVE

Mr. GILMAN. Madam Speaker, | ask
unanimous consent that all Members
may have 5 legislative days within
which to revise and extend their re-
marks on H.R. 3164.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from New York?

There was no objection.

Mr. GILMAN. Madam Speaker, |
yield myself such time as I may con-
sume.

Madam Speaker, the gentleman from
Florida (Mr. Goss) and the gentleman
from Florida (Mr. McCoLLum) and our
leadership are to be complimented on
moving forward on H.R. 3164. This im-
portant effort improves the tools need-
ed to tackle the critical problem of
international drug traffickers and
those who knowingly transact and do
business with these kingpins.

This bill, by expanding and regu-
larizing the authority for the President
to routinely block the property of
major drug Kingpins, after the required
June 1 listing of these Kkingpins, de-
prives them of access to the United
States market and to our financial sys-
tem. It makes it clear that our Nation
is serious about confronting the threat
that they pose to our Nation and to its
people.

After this bill becomes law, it is no
longer going to be business as usual for
these global drug kingpins, for their
relatives and business associates and
front companies.

Today we are moving forward with
an important new initiative in our war
on drugs. Now we will routinely imple-
ment the application of blocking assets
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and denying these global drug traf-
fickers and their associates access to
our markets and to our financial serv-
ices.

There can be no more important
tools in our arsenal against inter-
national drug traffickers who target
our Nation and its young people than
asset forfeiture, disruption of their
business transaction and their deal-
ings.

With regard to the drug traffickers,
there must be no safe havens or un-
touched illicit assets for those who
would destroy our communities and
the lives of our young people by ship-
ping their poisons into our Nation.

Three Presidents have called illicit
drug trafficking a serious national se-
curity threat to our Nation. Such a
threat warrants a serious response, in-
cluding this expanded authority to
maintain economic pressure on these
drug traffickers.

Greater international cooperation,
the ability to bring to justice here in
the United States those who would vio-
late our laws and would destroy our
communities, and taking away their il-
licit assets and ability to do business
are all vital tools in our war on drugs.
These tools must be expanded and en-
hanced even further in our fighting
drugs.

Whether these drug kingpins be from
Thailand, from Colombia, from Mexico,
or elsewhere around the globe, they
must be held accountable to the Amer-
ican people, to our institutions, and to
all the laws they violate, making us
the targets of their criminal activity.

These drug traffickers, their families
and business associates should cer-
tainly not be able to benefit financially
in their drug trade, for example, seek-
ing to enroll their children in our best
schools and our institutions of higher
learning with their illicit proceeds
from the destruction they visit on our
society.

Denying them the fruits of their
crimes and entry visas for their fami-
lies to come to our Nation is another
significant way to help ensure that
their illicit practice will be ended.

This bill will provide overall help,
improve our efforts to hold these major
drug kingpins accountable. It will help
take the profit and benefit out of their
deadly drug trade. For those relatives,
associates, and businesses that trans-
act with these drug kingpins, the bill
before us indicates that our Nation is
prepared to act and to take the profit
out of the drug trade.

Madam Speaker, | was honored to be
an original cosponsor of this proposal
that has previously passed the Senate,
and | am pleased to help move forward
with this proposal before we adjourn
this first session of the 106th Congress.
Accordingly, | urge my colleagues to
join with us in this important initia-
tive.

Madam Speaker, | yield the balance
of my time to the gentleman from
Florida (Mr. McCoLLuwm), and | ask
unanimous consent that he be per-
mitted to control that time.
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The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from New York?

There was no objection.

Mr. NADLER. Madam Speaker, |
yield myself such time as | may con-
sume.

Madam Speaker, | rise in opposition
to this legislation which | believe pos-
sesses the threat of turning what Mem-
bers of this House would consider a
laudable goal, cracking down on drug
dealers, into a much more dangerous
enterprise.

This bill allows the President or the
FBI or the Treasury Department or the
CIA to designate any person in the
world as a drug kingpin, to seize his or
her assets, and to make an average
American subject to a decade in prison
for doing business with such people.

The bill sets no standards for such a
designation. The designation requires
no proof. The designation cannot, ac-
cording to this bill, be challenged or
reviewed by a court of law. There is
simply no way provided to make the
Government provide the proof we ex-
pect.

It also appears to bar the family, the
American families of any such individ-
uals from entering the United States.
Is this the America we want, an Amer-
ica in which the President or some
Federal bureaucrat can simply des-
ignate someone as a bad guy and ex-
clude American-born individuals from
the country, and freeze the assets of
anyone they desire, some of the assets
which may be owed to law-abiding citi-
zens? Can we really suspend all judicial
review and say to hell with due proc-
ess? What is the remedy if the bureauc-
racy gets the wrong person?

It would have been nice to have had
a hearing on this bill and to look at
some of these questions in committee,
but we did not. This bill was not re-
viewed by the Committee on the Judi-
ciary or by the Subcommittee on the
Constitution. It was rushed to the floor
with no adult supervision, which seems
to mark every aspect of Republican
rule on Capitol Hill these days.

Real people will have to live with
this bill. We owe all Americans a duty
to be careful and conscientious in the
work we do, not to endow the executive
with untrammeled power over indi-
vidual liberty in order to make a state-
ment.

This bill is an embarrassment to this
House and a danger to our freedoms.
Constitutional liberty and due process
are precious to this country. Millions
of our citizens have fought and died for
liberty. In the 1950s, the fear of Com-
munism was used to justify invasions
of our traditional liberties. The Su-
preme Court overturned some of those
invasions.

Now that international Communism
is no longer a threat to us, fear of
drugs is leading us down the same sad
road to overturn our constitutional lib-
erties, to overturn the due process that
alone protects us and differentiates us
from the Communist tyrannies we op-
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posed. In the name of the war against
drugs, we should not overturn liberty.

How can we say that the President or
some bureaucrat can designate anyone
they want without any evidence, with-
out any proof, without any standards,
and say that person will have his prop-
erty seized, that person can go to no
court, can get no review, can confront
no witnesses? The court of Star Cham-
ber would have been ashamed, and this
House should be ashamed and not pass
this bill.

Madam Speaker, | reserve the bal-
ance of my time.

Mr. McCOLLUM. Madam speaker, |
yield myself such time as | may con-
sume.

Madam Speaker, H.R. 3164, the For-
eign Narcotics Kingpin Designation
Act of 1999, is a bill to identify, expose,
isolate, and incapacitate the businesses
and the agents of major drug traf-
fickers all over the world and deny
them access to the United States finan-
cial system and to the benefits of trade
and transactions involving U.S. busi-
nesses and individuals.

United States individuals and compa-
nies are prohibited from engaging in
unlicensed transactions, including any
commercial or financial dealings, with
any designated major drug trafficker
or kingpin. Properties and assets of
these drug Kkingpins located in the
United States are blocked or frozen.

This bill is the product of several
months of consultations involving the
Select Committee on Intelligence,
Committee on International Relations,
the Committee on the Judiciary, and
the Committee on Ways and Means, as
well as the detailed negotiations with
the National Security Council, the
Treasury Department, the State De-
partment, the Justice Department, and
the intelligence community. The Clin-
ton administration has carefully re-
viewed this legislation and now sup-
ports this bill.

Madam Speaker, the gentleman from
New York (Chairman GiLMAN) of the
House Committee on International Re-
lations, the gentleman from Illinois
(Chairman HYDE) of the Committee on
the Judiciary have each waived juris-
diction and consideration of the bill in
committee so that it can come to the
floor today prior to the conclusion of
this session.

Although it did not receive referral
on H.R. 3164, the Committee on Ways
and Means staff were consulted and of-
fered language changes which were in-
corporated into this bill.

I introduced an earlier version of this
language with the gentleman from
Florida (Mr. Goss), the gentleman
from New York (Mr. RANGEL), and the
gentleman from New York (Mr. GIL-
MAN) last May. Senators COVERDELL
and FEINSTEIN did likewise on the Sen-
ate side and were successful in attach-
ing the proposal to the Intelligence Au-
thorization bill by unanimous consent
of the Senate.

Unfortunately, the intelligence con-
ference has been stalled due to other
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issues. In order to move the important
national security legislation that is in-
volved here, the sponsors decided last
week to offer this bill as a stand-alone
for consideration of all the Members.

Unlike earlier and more limited sanc-
tions initiatives, the Kkingpins bill is
global in scope and focuses on major
narco-trafficking groups in Mexico, Co-
lombia, the Caribbean, Southeast Asia,
and Southwest Asia. The legislation is
carefully designed to focus our govern-
ment’s efforts against the specific indi-
viduals most responsible for trafficking
illegal narcotics by attacking their
sources of income and undermining
their efforts to launder their drug prof-
its in legitimate business activities.

The precedent for H.R. 3164 was the
highly successful application of sanc-
tions since 1995 against the Cali Cartel
narco-trafficking organization and its
key leaders. Executive Order 12978,
issued by the Clinton administration in
October of 1995, has had the effect of
dismantling and defunding numerous
business entities tied to the Cali Car-
tel. The Specially Designated Nar-
cotics Trafficker sanctions program
has been renewed every year, most re-
cently this year, and has had signifi-
cant impact on both the Cali and the
North Coast drug cartels in Colombia.

As of October 21, 1999, the Colombian
Special Designated Narcotics Traf-
ficking list totals 496 traffickers, com-
prised of 5 principals, 195 entities, and
296 individuals, with whom financial
and business dealings are prohibited
and whose assets are blocked under Ex-
ecutive Order 12978.

Of the 195 business entities des-
ignated, nearly 50 of these with an esti-
mated aggregate income of some $210
million had been liquidated or were in
the process of liquidation. These spe-
cific results augment the less quantifi-
able but significant impact of denying
the designated individuals of entities
of the Colombian drug cartels access to
the United States financial and com-
mercial facilities.

Madam Speaker, | include for the
RECORD the text of Executive Order
12978 of October 21, 1995, as well as a
June 1998 Treasury document entitled
“Impact of the Specially Designated
Narcotics Traffickers Program’’ as fol-
lows:

[From the Federal Register, October 24, 1995]
EXECUTIVE ORDER 12978 OF OCTOBER 21, 1995:

BLOCKING ASSETS AND PROHIBITING TRANS-

ACTIONS WITH SIGNIFICANT NARCOTICS

TRAFFICKERS

By the authority vested in me as President
by the Constitution and the laws of the
United States of America, including the
International Emergency Economic Powers
Act (50 U.S.C. 1701 et seq.) (IEEPA), the Na-
tional Emergency Act (50 U.S.C. 1601 et seq.),
and section 301 of title 3, United States Code.

I, WILLIAM J. CLINTON, President of the
United States of America, find that the ac-
tions of significant foreign narcotics traf-
fickers centered in Colombia, and the unpar-
alleled violence, corruption, and harm that
they cause in the national security, foreign
policy, and economy of the United States,
and hereby declare a national emergency to
deal with that threat.
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Section 1. Except to the extent provided in
section 203(b) of IEEPA (50 U.S.C. 1702(b))
and in regulations, orders, directives, or li-
censes that may be issued pursuant to this
order, and notwithstanding any contract en-
tered into or any license or permit granted
prior to the effective date, | hereby order
blocked all property and interests in prop-
erty that are or hereafter come within the
United States, or that are or hereafter come
within the United States, or that are or here-
after come within the possession or control
of United States persons, of:

(a) the foreign persons listed in the Annex
to this order:

(b) foreign persons determined by the Sec-
retary of the Treasury, in consultation with
the Attorney General and the Secretary of
State:

(i) to play a significant role in inter-
national narcotics trafficking centered in
Colombia; or

(ii) materially to assist in, or provide fi-
nancial or technological support for or goods
or services in support of, the narcotics traf-
ficking activities of persons designated in or
pursuant to this order; and

(c) persons determined by the Secretary of
the Treasury in consultation with the Attor-
ney General and the Secretary of State, to
be owned or controlled by, or to act for or on
behalf of, persons designated in or pursuant
to this order.

Sec. 2 Further, except to the extent pro-
vided in section 203(b) of IEEPA and in regu-
lations, orders, directives, or licenses that
may be issued pursuant to this order, and
notwithstanding any contract entered into
or any license or permit granted prior to the
effective date. | hereby prohibit the fol-
lowing:

(a) any transaction or dealing by United
States persons or within the United States
in property or interests in property of the
persons designated in or pursuant to this
order:

(b) any transaction by any United States
person or within the United States that
evades or avoids, or has the purpose of evad-
ing or avoiding, or attempts to violate, any
of the prohibitions set forth in this order.

Sec. 3. For the purposes of this order:

(a) the term “‘person’ means an individual
or entity;

(b) the term ‘“‘entity’” means a partnership,
association, corporation, or other organiza-
tion, group or subgroup;

(c) the term ““United States person’ means
any United States citizen or national, per-
manent resident alien, entity organized
under the laws of the United States (includ-
ing foreign branches), or any person in the
United States:

(d) the term ‘‘foreign person’ means any
citizen or national of a foreign state (includ-
ing any such individual who is also a citizen
or national of the United States) or any enti-
ty not organized solely under the laws of the
United States or existing solely in the
United States, but does not include a foreign
state; and

(e) the term ‘“‘narcotics trafficking’” means
any activity undertaken illicitly to cul-
tivate, produce, manufacture, distribute,
sell, finance or transport, or otherwise as-
sists, abet, conspire, or collude with others
in illicit activities relating to, narcotic
drugs, including, but not limited to, cocaine.

Sec. 4. The Secretary of the Treasury, in
consultation with the Attorney General and
the Secretary of State, is hereby authorized
to take such actions, including the promul-
gation of rules and regulations, and to em-
ploy all powers granted to the President by
IEEPA as may be necessary to carry out this
order. The Secretary of the Treasury may re-
delegate any of these functions to other offi-
cers and agencies of the United States Gov-
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ernment. All agencies of the United States
Government are hereby directed to take all
appropriate measures within their authority
to carry out this order.

Sec. 5. Nothing contained in this order
shall create any right or benefit, substantive
or procedural, enforceable by any party
against the United States, its agencies or in-
strumentalities, its officers or employees, or
any other person.

Sec. 6. (a) This order is effective at 12:01
a.m. Eastern Daylight Time on October 22,
1995.

(b) This order shall be transmitted to the
Congress and published in the Federal Reg-
ister.

WILLIAM J. CLINTON,

THE WHITE HousE, October 21, 1995.

IMPACT OF THE SPECIALLY DESIGNATED
NARCOTICS TRAFFICKERS PROGRAM

U.S. Department of the Treasury, Office of
Foreign Assets Control, International Pro-
grams Division, June 1998

THE SPECIALLY DESIGNATED NARCOTICS
TRAFFICKERS PROGRAM

Executive Order 12978, signed by President
Clinton on October 21, 1995 under authority
of the International Emergency Economic
Powers Act (“IEEPA’), found that the ac-
tivities of significant foreign narcotics traf-
fickers centered in Colombia and the unpar-
alleled violence, corruption, and harm that
they cause constitute an unusual and ex-
traordinary threat to the United States’ na-
tional security, foreign policy and economy.
Treasury’s Office of Foreign Assets Control
(““OFAC™) enforces the narcotics trafficking
sanctions under Executive Order 12978. The
principal tool for implementing the sanc-
tions is OFAC’s list of Specially Designated
Narcotics Traffickers (*“SDNTs”’). That list,
known as ‘““la Lista Clinton” (the Clinton
list) in Colombia, is developed by OFAC in
close consultation with the Justice and
State Departments.

Companies and individuals are identified
as SDNTs and placed on the SDNT list if
they are determined, (a) to play a significant
role in international narcotics trafficking
centered in Colombia, (b) to materially as-
sist in or provide financial or technological
support for, or goods or services in support
of, the narcotics trafficking activities of per-
sons designated in or pursuant to the execu-
tive order, or (c) to be owned or controlled
by, or to act for or on behalf of, persons des-
ignated in or pursuant to Executive Order
12978. The objectives of the SDNT program
are to identify, expose, isolate and incapaci-
tate the businesses and agents of the Colom-
bian cartels and to deny them access to the
U.S. financial system and to the benefits of
trade and transactions involving United
States businesses and individuals.

U.S. individuals and companies are prohib-
ited from engaging in unlicensed trans-
actions, including any commercial or finan-
cial dealings, with any of the SDNTs. After
designation as an SDNT, all SDNT assets
subject to U.S. jurisdiction are blocked. This
includes bank accounts, other property, and
interests in property. Violations carry crimi-
nal penalties of up to $500,000 per violation
for corporations and $250,000 for individuals,
as well as imprisonment of up to 10 years.
Civil penalties of up to $11,000 per violation
may be imposed administratively.

SUMMARY

OFAC has listed 451 companies and individ-
uals as SDNTs against which the prohibi-
tions and blocking authorities of Executive
Order 12978 apply. Since the inception of the
SDNT program in October 1995, OFAC has
issued seven lists identifying SDNTs. On
May 26, 1998, the SDNT list was expanded to
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reach beyond the Cali cartel and now in-
cludes the names of one of the leaders of Co-
lombia’s North Coast cartel, Julio Cesar Nas-
ser David, and 18 associated businesses and
individuals that Treasury has determined
are acting as fronts for the North Coast car-
tel. Work is underway on naming more
SDNTs.

The SDNT list is currently comprised of
the four Cali cartel kingpins named by Presi-
dent Clinton as significant narcotics traf-
fickers, the newly-designated significant
North Coast trafficker, Julio Cesar Nasser
David, 154 companies, and 292 additional in-
dividuals involved in the ownership or man-
agement of the Colombian drug cartels’ “‘le-
gitimate” business empire. the SDNT busi-
nesses include a drugstore chain, a super-
market chain, pharmaceutical laboratories,
a clinic, hotel and restaurant service compa-
nies, radio stations, a communications com-
pany, poultry farms and distributors, con-
struction firms, real estate firms, invest-
ment and financial companies, cattle
ranches, and other agricultural businesses.
As a result of the SDNT program:

SDNTs have been forced out of business or
are suffering financially. Over 40 SDNT com-
panies, with estimated combined annual
sales of over $200 million, were liquidated or
in the process of liquidation by February
1998.

DNTs are denied access to banking services
in the U.S. and Colombia, including bank ac-
counts, loans, and credit cards; and existing
SDNT accounts have been terminated. OFAC
has identified nearly 400 closed Colombian
accounts affecting over 200 SDNTs.

SDNTs have been isolated and denied ac-
cess to the benefits of trade and transactions
involving U.S. businesses, and existing SDNT
business relationships with U.S. firms have
been terminated. U.S. businessmen in Colom-
bia have termed the SDNT program as ‘“‘a
good preventive measure’” that helps them
steer clear of the cartels’ fronts and agents.

Individuals designated as SDNTs have suf-
fered a ‘‘civil death.” Many individuals
named as SDNTs have lost their jobs and
have been blocked from entering the U.S.
after their U.S. visas were revoked. In addi-
tion, being an SDNT in Colombia carries the
overwhelming social stigma of being associ-
ated with the drug cartels. Many Colombian
businessmen have re-evaluated their rela-
tionships with cartel fronts and agents as a
result of the sanctions.

SDNTSs Forced Out of Business

SDNTSs have been forced out of business or
are suffering financially since the implemen-
tation of the SDNT program in October 1995.
Over 40 SDNT companies, with estimated
combined annual sales of over U.S. $200 mil-
lion, were liquidated or in the process of lig-
uidation by February 1998. Some SDNT com-
panies have attempted to continue operating
through changes in their company names
and/or corporate structures. To date, OFAC
has placed a total of 18 of these successor
companies on the SDNT list under their new
company names.

Copservir, the successor company to Drogas
La Rebaja, continues to suffer, even though
its employees ostensibly purchased the drug-
store chain from Gilberto and Miguel
Rodriguez Orejuela and reorganized it under
the new name. Copservir has stated that it is
forced to operate on a cash basis and suffers
financially because of the sanctions.

The SDNT poultry businesses owned by
Helmer Herrera Buitrago, among the largest
poultry firms in Colombia, have been forced
to change names and reorganize in order to
continue operating. For example, one Her-
rera SDNT poultry business, Valle de Oro
S.A., with sales exceeding U.S. $8.5 million in
1995, has changed its name to Procesadora de
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Pollos Superior S.A. and currently operates at
a loss and is deficient in working capital.

Six pharmaceutical laboratories owned by
Miguel and Gilberto Rodriguez Orejuela and
designated as SDNTs have liquidated or are
in the process of liquidation. Three of the six
pharmaceutical laboratories reorganized
under new company names and corporate
structures. OFAC listed these three compa-
nies, Farmacoop, Pentacoop, and Cosmepop, as
SDNTs in April 1997. These three companies,
however, all have a reduced net worth and
incomes and are deficient in working capital.
An ““Iron Curtain’ between SDNTs and Finan-

cial Institutions

SDNTs are denied access to banking serv-
ices in both the U.S. and Colombia, including
bank accounts, loans, and credit cards; and
existing SDNT accounts have been termi-
nated. These effects are in addition to the as
yet unquantified, but very real, costs to the
SDNT companies and individuals of being de-
nied access to the U.S. financial and com-
mercial systems. As one prominent financial
institution told OFAC, the SDNT list has
created an ‘“‘iron curtain” between SDNTs
and banks.

OFAC has identified nearly 400 closed ac-
counts affecting over 200 SDNTs. Anecdotal
evidence points to hundreds more closed ac-
counts affecting SDNTs. This suggests that,
in the financial community as a whole, the
vast majority of SDNTs have lost access to
banking services in Colombia as well as in
the U.S.

The Rodriguez Orejuela businesses of the
Cali cartel have been particularly damaged
by the banks’ actions. Copservir, the suc-
cessor company to SDNT Drogas La Rebaja,
is now operating largely on a cash basis be-
cause most banks refuse to provide it serv-
ices. Blocking actions by U.S. banks were
the primary reason for the liquidation of
Laboratorios Kressfor. Laboratorios Genericos
Veterinarios de Colombia’s bank accounts were
closed because of the sanctions, and the com-
pany is now in liquidation.

Most Colombian banks have incorporated
the SDNT list into their internal compliance
programs.

SDNTs are Isolated Commercially

SDNT have been isolated and denied access
to the benefits of trade and transactions in-
volving U.S. businesses, and existing SDNT
business relationships with U.S. firms have
been terminated since the sanctions went
into effect in October 1995. U.S. businessmen
in Colombia have termed the SDNT program
as ‘‘a good preventive measure’ that helps
them steer clear of the cartels’ fronts and
agents. Copservir has stated that, ““As a re-
sult of the economic sanctions . .. no
United States entity would conduct any
business with the [Drogas La Rebaja] chain
stores.”” Specific examples of the impact of
the sanctions program on SDNT business re-
lationships include:

Alert letters sent by OFAC to major U.S.
companies, both to the parents in the U.S.
and to their subsidiaries in Colombia, re-
sulted in the cooperation of U.S. subsidiaries
in terminating business relationships with
SDNTs. One company sought OFAC’s assist-
ance in identifying companies trying to hide
their connections to SDNTs, U.S. firms, in-
cluding subsidiaries, have complied with the
requirements of the SDNT program.

Alert letters sent by OFAC to nearly 5000
Colombian firms, suppliers of SDNTSs prior to
the implementation of sanctions in October
1995, resulted in pledges of cooperation and
promises of compliance from many of the re-
cipients. One Colombian chemical company,
with several U.S. chemical manufacturing li-
censes, directed its subsidiaries to terminate
all dealings with SDNTSs.

A U.S. pharmaceutical company declined a
purchase request from a suspect Colombian
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firm, based on information published in the
SDNT list. A major European pharma-
ceutical company publicly announced that it
would review its business relationship with
an SDNT, after the press reported that it was
selling drugs to an SDNT.

SDNT Individuals Suffer a “‘Civil Death”

Individuals designated as SDNTs have suf-
fered a “‘civil death.”” Before an individual is
permitted to open a new account, banks
check ““the Clinton list.” Many individuals
named as SDNTs have lost their jobs. Many
Colombian businessmen have re-evaluated
their relationships with cartel fronts and
agents as a result of the sanctions.

SDNTs have been blocked from entering
the U.S. after losing their U.S. visas. Under
State Department procedures, U.S. visas of
newly-designated individuals will be revoked
and any application for a U.S. visa for an
SDNT individual may be denied.

Being an SDNT in Colombia carries the
overwhelming social stigma of being associ-
ated with the drug cartels. William
Rodriguez, the son of imprisoned Cali cartel
leader Miguel Rodriguez Orejuela, has pub-
licly stated that ‘‘being a Rodriguez these
days (i.e., being on the SDNT list) is worse
than having AIDS.”

The Drogas La Rebaja drugstore chain, list-
ed as an SDNT business since the inception
of the SDNT program in October 1995, has
been the lynchpin of the ‘‘legitimate” busi-
ness activity of imprisoned Cali cartel lead-
ers Gilberto and Miguel Rodriguez Orejeula.
The Drogas La Rebaja drugstore chain, with
annual profits for 1995 of over U.S. $16.3 mil-
lion, saw its profits plummet in 1996. By
early July 1996, William Rodriquez, the son
of Cali cartel leader Miguel Rodriguez
Orejuela, told a Colombian news magazine
that cartel-linked companies cannot get
service at local banks and said ‘“‘businesses
like Drogas La Rebaja ... may have shut
down.”

In an effort to evade the sanctions and dis-
tance itself from its cartel owners, Drogas La
Rebaja was ostensibly sold to its 4,000 em-
ployees for approximately U.S. $32 million on
July 31 1996. Copservir, the new name of the
employee-owned drugstore chain, continued
to use Drogas La Rebaja as a trade name and
attempted to open local bank accounts and
establish business ties with U.S. firms after
the purchase. In April 1997, OFAC listed
Copservir as an SDNT. As a result of the
sanctions, Copservir is forced to operate on a
cash basis and suffers financially.

DROGAS LA REBAJA'S EARNINGS

[In millions of US dollars]

Sales Profits

1995 1996 1995 1996

Drogas La Rebaja (Eight regions) .. ~ 139.1 1113 16.3 49*

*1996 data for Cali region is unavailable.

Source: Public records.

Madam Speaker, the administration
has indicated that this list will con-
tinue to be expanded to include addi-
tional drug trafficking organizations
centered in Colombia and their fronts.

Madam Speaker, | include for the
RECORD the October 19, 1999, message
from the President transmitting notifi-
cation that the national emergency re-
garding significant narcotics traf-
fickers centered in Colombia is to con-
tinue for an additional year, as well as
the October 20, 1999, message from the
President transmitting a 6-month peri-
odic report on significant narcotics
traffickers centered in Colombia, as
follows:
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NATIONAL EMERGENCY REGARDING SIGNIFI-
CANT NARCOTICS TRAFFICKERS CENTERED IN
COLOMBIA

MESSAGE FROM THE PRESIDENT OF THE UNITED
STATES TRANSMITTING NOTIFICATION THAT
THE EMERGENCY DECLARED WITH RESPECT TO
SIGNIFICANT NARCOTICS TRAFFICKERS CEN-
TERED IN COLOMBIA IS TO CONTINUE IN EF-
FECT FOR ONE YEAR BEYOND OCTOBER 21, 1999,
PURSUANT TO 50 U.S.C. 1622(D):

To the Congress of the United States:

Section 202(d) of the National Emergencies
Act (50 U.S.C. 1622(d)) provides for the auto-
matic termination of a national emergency
unless, prior to the anniversary date of its
declaration, the President publishes in the
Federal Register and transmits to the Con-
gress a notice stating that the emergency is
to continue in effect beyond the anniversary
date. In accordance with this provision, |
have sent the enclosed notice to the Federal
Register for publication, stating that the
emergency declared with respect to signifi-
cant narcotics traffickers centered in Colom-
bia is to continue in effect for 1 year beyond
October 21, 1999.

The circumstances that led to the declara-
tion on October 21, 1995, of a national emer-
gency have not been resolved. The actions of
significant narcotics traffickers centered in
Colombia continue to pose an unusual and
extraordinary threat to the national secu-
rity, foreign policy, and economy of the
United States and to cause unparalleled vio-
lence, corruption, and harm in the United
States and abroad. For these reasons, | have
determined that it is necessary to maintain
in force the broad authorities necessary to
maintain economic pressure on significant
narcotics traffickers centered in Colombia
by blocking their property subject to the ju-
risdiction of the United States and by de-
priving them of access to the United States
market and financial system.

WILLIAM J. CLINTON.
THE WHITE HoOuUsSE, October 19, 1999.
NoOTICE
CONTINUATION OF EMERGENCY WITH RESPECT
TO SIGNIFICANT NARCOTICS TRAFFICKERS
CENTERED IN COLOMBIA

On October 21, 1995, by Executive Order
12978, | declared a national emergency to
deal with the unusual and extraordinary
threat to the national security, foreign pol-
icy, and economy of the United States con-
stituted by the actions of significant foreign
narcotics traffickers centered in Colombia,
and the unparalleled violence, corruption,
and harm that they cause in the United
States and abroad. The order blocks all prop-
erty and interests in property of foreign per-
sons listed in an Annex to the order, as well
as foreign persons determined to play a sig-
nificant role in international narcotics traf-
ficking centered in Colombia, to materially
assist in, or provide financial or techno-
logical support for or goods or services in
support of, the narcotics trafficking activi-
ties of persons designated in or pursuant to
the order, or to be owned or controlled by, or
to act for or on behalf of, persons designated
in or pursuant to the order. The order also
prohibits any transaction or dealing by
United States persons or within the United
States in such property or interests in prop-
erty. Because the activities of significant
narcotics traffickers centered in Colombia
continue to threaten the national security,
foreign policy, and economy of the United
States and to cause unparalleled violence,
corruption, and harm in the United States
and abroad, the national emergency declared
on October 21, 1995, and the measures adopt-
ed pursuant to respond to that emergency,
must continue in effect beyond October 21,
1999. Therefore, in accordance with section

CONGRESSIONAL RECORD —HOUSE

202(d) of the National Emergencies Act (50

U.S.C. 1622(d)), | am continuing the national

emergency for 1 year with respect to signifi-

cant narcotics traffickers centered in Colom-
bia.

This notice shall be published in the Fed-
eral Register and transmitted to the Con-
gress.

WIiLLIAM J. CLINTON.

THE WHITE HouUsE, October 19, 1999.

SIX MONTH PERIODIC REPORT ON SIGNIFICANT
NARCOTICS TRAFFICKERS CENTERED IN
COLOMBIA

MESSAGE FROM THE PRESIDENT OF THE UNITED
STATES TRANSMITTING A 6-MONTH PERIODIC
REPORT ON THE NATIONAL EMERGENCY WITH
RESPECT TO SIGNIFICANT NARCOTICS TRAF-
FICKERS CENTERED IN COLOMBIA THAT WAS
DECLARED IN EXECUTIVE ORDER NO. 12978 OF
OCTOBER 21, 1995, PURSUANT TO 50 U.S.C. 1703(C)

To the Congress of the United States:

As required by section 401(c) of the Na-
tional Emergencies Act, 50 U.S.C. 1641(c), and
section 204(c) of the International Emer-
gency Economic Powers Act (IEEPA), 50
U.S.C. 1703(c), | transmit herewith a 6-month
periodic report on the national emergency
with respect to significant narcotics traf-
fickers centered in Colombia that was de-
clared in Executive Order 12978 of October 21,
1995.

WIiLLIAM J. CLINTON.

THE WHITE HOUSE, October 20, 1999.
PRESIDENT’S PERIODIC REPORT ON THE

NATIONAL EMERGENCY WITH

RESPECT TO SIGNIFICANT NARCOTICS

TRAFFICKERS CENTERED IN COLOM-

BIA

I hereby report to the Congress on the de-
velopments since my last report concerning
the national emergency with respect to sig-
nificant narcotics traffickers centered in Co-
lombia that was declared in Executive Order
No. 12978 of October 21, 1995. This report is
submitted pursuant to section 401(c) of the
National Emergencies Act, 50 U.S.C. 1641(c),
and section 204(c) of the International Emer-
gency Economic Powers Act (“IEEPA’’), 50
U.S.C. 1703(c).

1. On October 21, 1995, | signed Executive
Order 12978, ‘‘Blocking Assets and Prohib-
iting Transactions with Significant Nar-
cotics Traffickers’” (the ‘“‘Order’”) (60 Fed.
Reg. 54579, October 24, 1995). The Order blocks
all property subject to U.S. jurisdiction in
which there is any interest of four signifi-
cant foreign narcotics traffickers, two of
whom are now deceased, who were principals
in the so-called Cali drug cartel centered in
Colombia. These four principals are listed in
the annex to the Order. The Order also
blocks the property and interests in property
of foreign persons determined by the Sec-
retary of the Treasury, in consultation with
the Attorney General and the Secretary of
State: (a) to play a significant role in inter-
national narcotics trafficking centered in
Colombia; or (b) materially to assist in or
provide financial or technological support
for, or goods or services in support of, the
narcotics trafficking activities of persons
designated in or pursuant to the Order. In
addition, the Order blocks all property and
interests in property subject to U.S. jurisdic-
tion of persons determined by the Secretary
of the Treasury, in consultation with the At-
torney General and the Secretary of State,
to be owned or controlled by, or to act for or
on behalf of, persons designated in or pursu-
ant to the Order (collectively ‘‘Specially
Designated Narcotics  Traffickers” or
“SDNTSs”).

The Order further prohibits any trans-
action or dealing by a United States person
or within the United States in property or
interests in property of SDNTs, and any
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transaction that evades or avoids, has the
purpose of evading or avoiding, or attempts
to a violate, the prohibition contained in the
Order.

Designations of foreign persons blocked
pursuant to the Order are effective upon the
date of determination by the Director of the
Department of the Treasury’s Office of For-
eign Assets Control (““OFAC’) acting under
authority delegated by the Secretary of the
Treasury. Public notice of blocking is effec-
tive upon the date of filing with the Federal
Register, or upon prior actual notice.

2. On October 24, 1995, the Department of
the Treasury issued a Notice containing 76
additional names of persons determined to
meet the criteria set forth in Executive
Order 12978 (60 Fed. Reg. 54582, October 24,
1995). Additional Notices expanding and up-
dating the list of SDNTs were published on
November 29, 1995 (60 Fed. Reg. 61288), March
8, 1996 (61 Fed. Reg. 9523), and January 21, 1997
(62 Fed. Reg. 2903).

Effective February 28, 1997, OFAC issued
the Narcotics Trafficking Sanctions Regula-
tions (““NTSR” or the ‘“Regulations’), 31
C.F.R. Part 536, to further implement the
President’s declaration of a national emer-
gency and imposition of sanctions against
significant foreign narcotics traffickers cen-
tered in Colombia (62 Fed. Reg. 9959, March 5,
1997).

Or)1 April 17, 1997 (62 Fed. Reg. 19500, April
22, 1997), July 30, 1997 (62 Fed. Reg. 41850, Au-
gust 4, 1997), September 9, 1997 (62 Fed. Reg.
48177, September 15, 1997), and June 1, 1998 (63
Fed. Reg. 29608, June 1, 1998), OFAC amended
appendices A and B to 31 C.F.R. chapter V,
revising information concerning individuals
and entities who have been determined to
play a significant role in international nar-
cotics trafficking centered in Colombia or
have been determined to be owned or con-
trolled by, or to act for or on behalf of, or to
be acting as fronts for the Cali cartel in Co-
lombia.

On May 27, 1998 (63 Fed. Reg. 28896, May 27,
1998), OFAC amended appendices A and B to
31 C.F.R. chapter V, by expanding the list for
the first time beyond the Cali cartel by add-
ing the name of one of the leaders of Colom-
bia’s North Coast cartel, Julio Cesar Nasser
David, who has been determined to play a
significant role in international narcotics
trafficking centered in Colombia, and 14 as-
sociated businesses and four individuals act-
ing as fronts for the North Coast cartel. Also
added were six companies and one individual
that have been determined to be owned or
controlled by, or to act for or on behalf of, or
to be acting as fronts for the Cali cartel in
Colombia. These changes to the previous
SDNT list brought it to a total of 451 busi-
nesses and individuals.

On June 25, 1999, OFAC amended appendix
A to 31 C.F.R. chapter V by adding the names
of eight individuals and 41 business entities
acting as fronts for the Cali or North Coast
cartels and supplementary information con-
cerning 44 individuals already on the list (64
Fed. Reg. 34984, June 30, 1999). The entries for
four individuals previously listed as SDNTs
were removed from appendix A because
OFAC had determined that these individuals
no longer meet the criteria for designation
as SDNTs. These actions are part of the on-
going interagency implementation of Execu-
tive Order 12978 of October 21, 1995. The addi-
tion of these 41 business entities and eight
individuals to appendix A (and the removal
of four individuals) brings the total number
of SDNTSs to 496 (comprised of five principals,
195 entities, and 296 individuals) with whom
financial and business dealings are prohib-
ited and whose assets are blocked under the
1995 Executive Order. The SDNT list will
continue to be expanded to include addi-
tional drug trafficking organizations cen-
tered in Colombia and their fronts.
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3. OFAC has disseminated and routinely
updated details of this program to the finan-
cial, securities, and international trade com-
munities by both electronic and conven-
tional media. In addition to bulletins to
banking institutions via the Federal Reserve
System and the Clearing House Interbank
Payments Systems (CHIPS), individual no-
tices were provided to all relevant state and
federal regulatory agencies, automated
clearing houses, and state and independent
banking associations across the country.
GFAC contacted all major securities indus-
try associations and regulators. It posted
electronic notices on the Internet, more than
ten computer bulletin boards and two fax-on-
demand services, and provided the same ma-
terial to the U.S. Embassy in Bogota for dis-
tribution to U.S. companies operating in Co-
lombia.

4. As of September 15, 1999, GFAC had
issued 14 specific licenses pursuant to Execu-
tive Order No. 12978. These licenses were
issued in accordance with established Treas-
ury policy authorizing the completion of pre-
sanction transactions, the receipt of pay-
ment of legal fees for representation of
SDNTs in proceedings within the United
States arising from the imposition of sanc-
tions, and certain administrative trans-
actions. In addition, a license was issued to
authorize a U.S. company in Colombia to
make certain payments to two SDNT-owned
entities in Colombia (currently under the
control of the Colombian government) for
services provided to the U.S. company in
connection with the U.S. company’s occupa-
tion of office space and business activities in
Colombia.

5. The narcotics trafficking sanctions have
had a significant impact on the Colombian
drug cartels. SDNTs have been forced out of
business or are suffering financially. Of the
195 business entities designated as SDNTs as
of September 7, 1999, nearly 50, with an esti-
mated aggregate income of more than $210
million, had been liquidated or were in the
process of liquidation. Some SDNT compa-
nies have attempted to continue to operate
through changes in their company names
and/or corporate structures. OFAC has
placed a total of 27 of these successor compa-
nies on the SDNT list under their new com-
pany names.

As a result of OFAC designations, Colom-
bian banks have closed nearly 400 SDNT ac-
counts, affecting nearly 200 SDNTs. One of
the largest SDNT commercial entities, a dis-
count drugstore with an annual income ex-
ceeding $136 million, has been reduced to op-
erating on a cash basis. Another large SDNT
commercial entity, a supermarket with an
annual income exceeding $32 million, entered
liquidation in November 1998 despite chang-
ing its name to evade the sanctions. An
SDNT professional soccer team was forced to
reject and invitation to play in the United
States, two of its directors resigned, and the
team now suffers restrictions affecting its
business negotiations, loans, and banking op-
erations. These specific results augment the
less quantifiable but significant impact of
denying the designated individuals and enti-
ties of the Colombian drug cartels access to
U.S. financial and commercial facilities.

Various enforcement actions carried over
from prior reporting periods are continuing
and new reports of violations are being ag-
gressively pursued. Since the last report,
OFAC has collected no civil monetary pen-
alties but is continuing to process a case for
violations of the Regulations.

6. The expenses incurred by the Federal
Government in the six-month period from
October 21, 1998 through April 20, 1999, that
are directly attributable to the exercise of
powers and authorities conferred by the dec-
larations of the national emergency with re-
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spect to Significant Narcotics Traffickers,
are estimated at approximately $650,000. Per-
sonnel costs were largely centered in the De-
partment of the Treasury (particularly in
the Office of Foreign Assets Control, the U.S.
Customs Service, and the Office of the Gen-
eral Counsel, the Department of Justice, and
the Department of State. These data do not
reflect certain costs of operations by the in-
telligence and law enforcement commu-
nities.

7. Executive Order 12978 provides this Ad-
ministration with a tool for combating the
actions of significant foreign narcotics traf-
fickers centered in Colombia and the unpar-
alleled violence, corruption, and harm that
they cause in the United States and abroad.
The Order is designed to deny these traf-
fickers the benefit of any assets subject to
the jurisdiction of the United States and to
prevent United States persons from engaging
in any commercial dealings with them, their
front companies, and their agents. Executive
Order 12978 and its associated SDNT list
demonstrate the United States’ commitment
to end the damage that such traffickers
wreak upon society in the United States and
abroad. The SDNT list will continue to be
expanded to include additional Colombian
drug trafficking organizations and their
fronts.

The magnitude and the dimension of the
problem in Colombia—perhaps the most piv-
otal country of all in terms of the world’s co-
caine trade—are extremely grave. | shall
continue to exercise the powers at my dis-
posal to apply economic sanctions against
significant foreign narcotics traffickers and
their violent and corrupting activities as
long as these measures are appropriate, and
will continue to report periodically to the
Congress on significant developments pursu-
ant to 50 U.S.C. 1703(c).

Madam Speaker, H.R. 3164 is closely
modeled on the precedents and proce-
dures established under the Executive
Order just mentioned. The Kingpins bill
codifies the interagency designation
process and ensures proper and timely
congressional oversight of such des-
ignations by the various committees of
jurisdiction and is involved in this
matter.

Our intent is to use the success of the
Colombia Specially Designated Nar-
cotics Traffickers program to apply
these methods on a global basis against
all the significant drug traffickers.

The bill blocks or freezes all property
or assets subject to U.S. jurisdiction
with which there is any interest of sig-
nificant foreign narcotics traffickers.
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It also blocks the property and inter-
ests in property of foreign persons de-
termined by the Secretary of the
Treasury, in consultation with the At-
torney General, the Director of Central
Intelligence, the Director of the Fed-
eral Bureau of Investigation, the Ad-
ministrator of the Drug Enforcement
Administration, the Secretary of
State, and the Secretary of Defense, A,
to play a significant role in inter-
national narcotics trafficking; or, B, to
materially assist in or provide finan-
cial or technological support for, or
goods or services in support of, the nar-
cotics trafficking activities of persons
designated by the executive branch or
pursuant to this legislation.

In addition, the bill blocks all prop-
erty and interests in property subject
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to U.S. jurisdiction of foreign persons
determined by the Secretary of Treas-
ury to be owned or controlled by, or to
act for or on behalf of persons des-
ignated bay the executive branch pur-
suant to this legislation.

The bill carries criminal penalties of
up to 10 years in prison and $10 million
in fines for somebody who violates this
act, or for anyone who refuses or will-
fully neglects to comply with any pres-
idential order under the bill. Officers
or agents of corporations or other enti-
ties could get up to 30 years in prison,
and there are civil fines.

The Kingpins bill will ensure congres-
sional input and oversight of this des-
ignation in the sanctions process.
Starting next June 1, and every June 1
thereafter, the President will be re-
quired to submit to Congress an un-
classified report that publicly identi-
fies the foreign persons that the Presi-
dent determines are appropriate for
sanctions under the act and publicly
details the President’s intent to impose
sanctions on these significant foreign
narcotics traffickers.

The President will further be re-
quired to submit a classified report to
the congressional intelligence commit-
tees on July 1 of each year detailing
the status of the sanctions, including
personnel and resources directed to-
ward the imposition of such sanctions
during the preceding year, with back-
ground information with respect to
newly identified significant foreign
narcotics traffickers and their activi-
ties. This report, the classified one,
will describe any and all actions the
President intends to undertake or has
undertaken against such narcotics
traffickers.

The Kingpins process is carefully
structured to protect intelligence and
law enforcement community sources
and methods from exploitation by per-
sons linked to these groups. Designa-
tions of foreign persons blocked pursu-
ant to the legislation will be effective
upon the date of determination by the
director of the Treasury’s Office of For-
eign Assets Control, acting under the
authority of the Secretary of the
Treasury. Public notice of the blocking
is effective upon the date of the filing
with the Federal Register or upon ac-
tual notice. The Office of Foreign As-
sets Control has disseminated and rou-
tinely updates details of the Colombian
program and certainly can do so here
as well.

With respect to the Colombian pro-
gram that exists now, the Office of For-
eign Assets Control contacted all
major securities industry associations
and regulators, posted electronic no-
tices on the Internet and computer bul-
letin boards, and two fax-on-demand
services, and provided the same mate-
rial to the U.S. Embassy in Bogota,
and | would expect them to do so under
this bill.

The Kkingpins process is intended to
supplement not replace United States
policy of annual certification of coun-
tries based on their performance in
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combating narcotics trafficking. Its
sponsors’ intent is that the implemen-
tation of this bill will require addi-
tional resources in personnel from in-
telligence and law enforcement com-
munities to make it a truly global
process. It is my hope the administra-
tion will request additional funding for
fiscal year 2001 for all of those con-
cerned to make this process work. The
success of the Colombian program has
largely been the product of close U.S.
cooperation with Colombian law en-
forcement and regulatory agencies, and
we would expect the same with all of
the other countries today.

I strongly urge the support of this
bill and the adoption of it.

Mr. Speaker, | reserve the balance of
my time.

Mr. CROWLEY. Mr. Speaker, | yield 4
minutes to the gentleman from New
York (Mr. RANGEL).

(Mr. RANGEL asked and was given
permission to revise and extend his re-
marks.)

Mr. RANGEL. Mr. Speaker, | have
been in the Congress for close to 3 dec-
ades. | have heard more presidents de-
clare war against drugs, and the results
really have been declaring war against
young people.

If we were to take a look at the re-
sults of this war, we will find that we
have about 2 million young people
locked up in jail. Most all of these peo-
ple come from minority communities
that have been addicted to drugs, they
have been arrested and, in most cases,
have had mandatory sentences, where
judges do not even consider the facts
and circumstances surrounding the vio-
lation of the law.

These are not drug traffickers or
kingpins or people that we were sup-
posed to declare war against. And more
often than not, we find that the public
school systems located in the areas
where we find the most arrests are sys-
tems that are not providing education
to these people. Is it right? Is it legal?
Of course not. Should it be dealt with?
Of course it should. But the war that
has not been declared is the war
against those people that manipulate
our republic, that manipulate the bank
system, that are able to do these
things because they have the funds and
they do not end up in jail.

It seems to me that what this legisla-
tion says, which | am an original spon-
sor of, is that we are going to declare
war against those people that not only
violate our law but are a threat to our
national security. When before have we
heard that we are reaching out for the
strong resources of these United
States, the President, the Justice De-
partment, which includes the FBI, and
we are talking about the CIA and all of
the forces that are supposed to protect
the United States of America, to get to
the people, like terrorists, who do not
deserve the support of the United
States Constitution? We are asking the
President to declare war, to bring in
the Department of Defense, and not to
allow people to use our system in order
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to bring the poison into the United
States where weak people and un-
trained people become the ultimate
person that is being destroyed.

We see right now that we are build-
ing more jails than we are schools, and
State legislatures all over the country
are fighting for prisons to be located in
their rural districts rather than sup-
port for farmers. And what we are see-
ing right now is that international
drug traffickers who use our banks,
who use our systems are a threat to
our system.

Now, we can get some people who
want to find out what their constitu-
tional rights are, but | tell my col-
leagues this, it just seems to me that
we should not just concentrate on
those who violate the laws on our
streets and are arrested in the streets,
but those who violate our national law
and the international law. The people
that we find doing the 5 and the 10 and
the 20 and the 30 years are not the peo-
ple who are banking and financing the
drug trafficking in this country. They
do not grow the drugs, they do not
manufacture the drugs, they do not
process the drugs, they do not use our
banking system. They are guilty. They
are guilty of using the drugs and sell-
ing the drugs in order to maintain
their habits, and they should go to jail.
But that should not be the direction in
which we have our national drug pol-
icy.

We should go after the worst of the
lot; those who are sober, those who
have clear thinking, those who have no
regard at all for their fellow man,
those that use the system, make the
money, hire the lawyers and manipu-
late the United States of America. |
hope what this means is when the
President declares war, he is bringing
all of the people that have the intel-
ligence, that have the power to take
these people, take their assets, and let
them know, ‘““Not in our country can
they do that.”

Mr. NADLER. Mr. Speaker, | yield
myself such time as | may consume.

Mr. Speaker, the distinguished gen-
tleman from New York (Mr. RANGEL)
put his finger on several of the aspects
of this bill. He is quite right, we should
not be jailing drug users for 20 and 30
years. Those are silly laws. And we
should go after the drug kingpins,
clearly. But then he said we should de-
clare war against people who do not de-
serve the protection of the United
States Constitution, unquote.

Everybody deserves the protection of
the United States Constitution, Mr.
Speaker. Everybody who is in this
country or has property in this country
deserves the protection of the United
States Constitution. That is the basis
of constitutional liberty. Once we say
that someone, no matter how heinous a
criminal or vile a villain does not de-
serve due process of law, once we say
that we can tear down the laws that we
have erected for the protection of our
liberties to get at the devil, then, as
Sir Thomas More says, there is no pro-
tection for anybody.
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That is what this bill does. This bill
says that if the President or the Sec-
retary of the Treasury declares so-and-
so a drug kingpin, we will seize that
person’s property, without any due
process of law, without any hearing,
without any evidence or without any
proof. And he has no recourse. No law-
yer on his behalf may go into court and
say the Secretary’s wrong; that they
have the wrong person, there is no evi-
dence he is a drug kingpin. Perhaps the
President really designated him be-
cause he did not like his political views
or he did not give a large enough cam-
paign contribution, assuming some fu-
ture villainous president.

The fact is there has to be due proc-
ess, no matter how vile the villain. We
do not believe in lynch laws. We do not
string up the rapist until after he has a
fair trial. And this bill goes against
this.

The gentleman from New York (Mr.
RANGEL) said, “They are guilty.” Yes,
the drug Kingpins are guilty, but is the
individual designated really a drug
kingpin? Do we not need evidence; do
we not need some due process?

Again, in the name of wars, we often
destroy liberty. In the name of the
drug war, we are going further and fur-
ther down a road to destroy the liberty
that we hold so precious. This bill is a
large step in that direction.

Why does the bill say there shall be
no judicial review of the designation or
the determination by the President; be-
cause we do not trust the courts or be-
cause we want to cut corners, and get-
ting a drug kingpin is more important
than protecting our liberty? If we did
not have that paragraph in this bill, if
judicial review were allowed to people
whose property is going to be seized be-
cause the President or the Secretary of
State thinks they are a drug kingpin,
maybe this bill would be defensible.
But as it is, it is simply a bill that says
let us tear up the Constitution, let us
go back before the Magna Carta, the
king is always right, no one can ques-
tion him, the President is a king. This
bill should not be passed.

Mr. Speaker, | reserve the balance of
my time.

Mr. McCOLLUM. Mr. Speaker, | yield
4 minutes to the gentleman from Flor-
ida (Mr. Goss), coauthor of this bill
and chairman of the Permanent Select
Committee on Intelligence.

(Mr. GOSS asked and was given per-
mission to revise and extend his re-
marks.)

Mr. GOSS. Mr. Speaker, | am pleased
to join my colleague, the distinguished
gentleman from Florida (Mr. McCoL-
LUM), in offering H.R. 3164, the Foreign
Narcotics Kingpin Designation Act, for
the House’s consideration this morn-
ing. It is an important piece of legisla-
tion.

Since its attachment by Senators
COVERDELL and FEINSTEIN to the Sen-
ate version of the intelligence author-
ization bill last July, the kingpins bill
has been the subject of extensive nego-
tiation among the committees of juris-
diction and the Clinton administration.
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Because this provision has now been
caught up with some unrelated prob-
lems in the intelligence conference and
the intelligence bill, we felt it impor-
tant that the extensive work that has
been done to perfect this legislation
not be lost in the waning days of this
session and, thus, here we are.

As a result, the House today has a
chance to endorse an even better bill,
sending a strong signal that we intend
to win the war on drugs by going after
the criminals who make themselves
rich at the expense of America’s young
people and so many other unsuspecting
victims and helpless addicts around the
world.

The kingpins legislation takes the
successful model of the Colombia king-
pin program that was established under
Executive Order 12978 in 1995, and cre-
ates an annual Kkingpin designation
process, global in scope and subject to
rigorous congressional oversight. | re-
peat, rigorous congressional oversight.
The kingpins list will be the result of a
tested and continuing interagency re-
view process that incorporates
verifiable information from the law en-
forcement and intelligence commu-
nities on the illicit activities of signifi-
cant foreign narcotics trafficking enti-
ties.

The process includes safeguards that
are present to protect the innocent. An
unclassified listing of kingpins, their
business associates, and their related
entities will be sent to the Congress on
an annual basis beginning on June 1,
2000. A classified report on the specific
activities and findings of the kingpins
program will be provided to the intel-
ligence committees beginning on July
1, 2000.

Our goal is simple: To identify King-
pins and their supporting organizations
in Latin America, the Caribbean,
Southeast and Southwest Asia, Europe,
the former Soviet Union, Africa, and
elsewhere. Following identification,
the process will then seek to disrupt
and dismantle these foreign criminal
cartels.

In my view, the kingpins mechanism
represents a proven and a powerful ca-
pability for the President and the Con-
gress to improve the counter-drug per-
formance of ourselves and our allies in
the war against drugs. As important, it
intensifies the legal and financial pres-
sure on significant multinational
criminal organizations. And, third, it
encourages greater cooperation and in-
formation sharing between the United
States agencies and our foreign coun-
terparts, who are indeed very helpful
on the war on drugs.

In the case of Colombia, for example,
the program has been singularly suc-
cessful against the Cali cartel because
of the assistance furnished by Colom-
bian law enforcement and regulatory
agents.

Mr. Speaker, | will insert for the
RECORD an August 27, 1999 op-ed from
the New York Times on the Kingpins
bill and an October 13, 1999 letter to
Senator COVERDELL on the Kingpins
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provision be included in the RECORD.
These are especially instructive pieces
of commentary.

In a recent Southwest Florida town
meeting on what our communities can
do to better fight the war on drugs, I
stressed the many levels on which we
need to wage battle.
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We have to look at the demand and
we have to look at supply and every-
thing in between and what is going on
in our community and what is hap-
pening halfway around the world. So
we have this bill today which sends a
very clear strong message to our Kids
that we will go to the mat for them,
that we are sending a clear signal to
the narcotics bad guys that we are
coming after them where it hurts them
most, in their pocketbook, going after

their profits. | think that is sort of
critical.
I wish to commend all those who

have worked in this effort, starting
particularly at the very top with the
gentleman from Illinois (Speaker
HASTERT), whose leadership and con-
sistent commitment to this effort has
been unwavering, as has been his sup-
port.

I urge all Members to take a good
close look at this resolution. 1 cannot
imagine any reason in the world to
vote against it. | think there is every
reason to vote for it. | urge their sup-
port after their careful consideration.

Mr. Speaker, | include the following
statements for the RECORD:

[From the New York Times, August 27, 1999]
VOTE ON DRUGS
(By A.M. Rosenthal)

Notice to the public:

Vote now on drugs, one of the only two
ways.

1. If you support the war against drugs,
vote now for pending Congressional legisla-
tion designed to wound major drug lords
around the world. It cuts them off from all
commerce with the U.S., now a laundry for
bleaching the blood from drug-trade billions
and turning them into investments in legiti-
mate businesses.

Vote by telling your members of Congress
that when the House-Senate bill authorizing
intelligence funds comes up for final deci-
sion, probably next month, you want them to
vote for the section called ‘‘blocking assets
of major narcotics traffickers.”

Insist they start now to tell the Adminis-
tration not to try to water it down to satisfy
any country for diplomatic or economic rea-
sons—including Mexico, the biggest drug
entry point for America, already com-
plaining about ‘‘negative consequences’ of
the proposal.

Turn yourself and your civil, labor or com-
mercial organization, or religious congrega-
tion, into lobbies for the bill—counterweight
to the lobbies of drug-transfer nations and
American companies beholden to them.

2. If you are against the war on drugs or
just don’t care about what drugs are doing to
our country, then don’t do a thing. That is a
vote, too.

That’s the way it is in Washington. Mem-
bers of Congress introduce legislation, com-
mittees discuss it for months, votes are
taken and then when the time comes to work
out House-Senate differences, administra-
tions on the fence and under professional
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lobbyists’ pressure use their power to try to
mold the legislation to their liking. That is
exactly the time for ordinary Americans
around the country to do their own lobbying.

The bill targeting drug lords extends
throughout their vicious world the economic
sanctions already directed at Colombian
drug lords, by President Clinton’s executive
order. It will prohibit any U.S. commerce by
specifically named drug operators, seize all
their assets in the U.S., and ban trading with
them by American companies.

The bill specifies that every year the U.S.
Government list the major drug lords of the
world, by name and nation. The lists are cer-
tain to include top drug traders from coun-
tries such as Afghanistan, Jamaica, the Do-
minican Republic, Thailand and Mexico.

In the Senate it was introduced by Paul
Coverdell, a Georgia Republican, and Dianne
Feinstein, Democrat from California, and
passed with bipartisan support. In the House
it also has support in both parties, including
Porter Goss of Florida, a Republican and
chairman of the House Intelligence Com-
mittee, and Charles Rangel, the New York
Democrat. It waits the final September
House-Senate Joint Intelligence Committee
vote.

For awhile | heard from within the Admin-
istration the kind of mutters that preceded
the Clinton certification last year that Mex-
ico was carrying out anti-drug commitments
satisfactorily, which was certainly a surprise
to Mexican drug lords.

Then, yesterday, the White House told me
that it favored some target sanctions.

Its objection to the bill was that the Ad-
ministration would have to list all major
drug lords for the President to choose tar-
gets, and that could endanger investigations.
The White House said it would be better for
the President to select targets without hav-
ing to choose from a list.

Bit of a puzzle. The bill already gives him
the right to decide which of the drug lords to
target from the Administration’s unpub-
lished list. But some members of Congress
think the motive is to avoid a list that
might include just a little too many from a
‘“‘sensitive country.”

No one bill will end the drug war. Only the
determination of Americans to use every
sort of resource will do that—parental teach-
ing, law enforcement with some compassion
toward first offenders and none for career
drug criminals, enough money for therapy in
and out of jails, targeting drug lords—and
passionate leadership.

That would preclude Presidential can-
didates who mince around about whether
they used drugs when they were younger—
unless they grow up publicly and quickly.

Dr. Mitchell S. Rosenthal, head of the
Phoenix House therapeutic communities,
says that the bill “reflects the kind of values
that we don’t hear enough these days.” So
vote—one way or the other.

DEPARTMENT OF THE TREASURY,
Washington, DC, October 13, 1999.
Hon. PAUL COVERDELL,
U.S. Senate, Washington, DC.

DEAR SENATOR COVERDELL: You have re-
quested the views of the Office of Foreign As-
sets Control regarding two specific provi-
sions in draft legislation to impose sanctions
against significant foreign narcotics traf-
fickers contained in the intelligence Author-
ization Bill (that has been characterized to
us as the Senate Intelligence Committee
version). We discuss each of those below
without addressing the larger issues of the
proposed legislation that are being addressed
separately by the Administration.

““KNOWING’’, WILLFUL"’, OR “‘INTENTIONAL"’

We object to the addition of any of the fol-
lowing words into the administrative process
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for identifying significant foreign narcotics
traffickers and their organizations: ‘“‘know-
ing”’, “willful”’, or ““intentional”. It has been
proposed to insert ‘“knowing and willful” (al-
ternatively “‘intentional’’) into section
703(a)(1)(A) [page 4, line 20], and into the defi-
nition of “‘significant foreign narcotics traf-
ficker’ in section 708(5) [page 20, lines 25-26].

The use of *“*knowing”’, “‘willful’’, or *‘in-
tentional’” would impose an unreasonable ad-
ditional obstacle to the designation of for-
eign narcotics kingpins and their organiza-
tions. It sets a higher evidentiary threshold,
making it more difficult for the Secretary to
compile a sufficient record upon which to
recommend significant foreign narcotics
traffickers and their organizations for des-
ignation by the President. Documenting the
state of mind of a foreign narcotics traf-
ficker is likely to be difficult, if not impos-
sible, even when there is, in fact, no doubt
about that person’s narcotics trafficking ac-
tivities. In the case of a trafficker’s organi-
zation, there is no viable means to assert
that an organization has a ‘“‘state of mind”
much less to prove what constitutes that or-
ganization’s ‘“‘state of mind.”” We believe that
the existing standards for designation are
rigorous enough to avoid arbitrary and ca-
pricious actions under the proposed law.

The findings and purpose provisions of sec-
tions 701 and 702 make clear that the pro-
posed sanctions legislation is attempting to
follow the model established by the IEEPA
program against Colombian cartels. Such
sanctions are not aimed at proving or pros-
ecuting the specific narcotics trafficking
cases of other crimes of the kingpins and
their organizations. They are directed at de-
nying the traffickers and their organizations
(including their business enterprises and
agents) access to the benefits of trade and
transactions involving the United States
and, specifically, U.S. businesses and individ-
uals. To accomplish this sanctions objective,
we need to identify and prohibit transactions
with the Kkingpins and their organizations,
not because they are engaged in narcotics
trafficking or other crimes per se, but be-
cause the totality of their activities poses a
threat to the national security, foreign pol-
icy and economy of the United States.

JUDICIAL REVIEW

We also object to the judicial review provi-
sion as drafted. The judicial review excep-
tion in paragraph (f)(2) of section 704 is too
broadly drawn. As drafted, the provision al-
lows the U.S. person to seek review of the
blocking of any assets of its foreign partner,
whether or not those assets are jointly
owned. Thus, in the guise of a process for re-
view of an assets blocking involving a U.S.
party’s interests, it would permit judicial re-
view of the Treasury secretary’s designation
determination regarding that foreign party.
This would circumvent the limitations on
that review that are provided in subsection
(f)(1). The Administrative Procedure Act al-
ready provides for judicial review of final
agency actions; and, therefore, additional ju-
dicial review provisions are unnecessary.

I am at your disposal to discuss these or
any other matters relating to the pending
bill or to the Specifically Designated Nar-
cotics Traffickers program being used
against the Colombian drug cartels under
E.O. 12978 and IEEPA. My telephone number
is 202-622-2510.

Sincerely,
R. RICHARD NEWCOMB,
Director, Office of Foreign Assets Control.

OFFICE OF FOREIGN ASSETS CONTROL, U.S.
DEPARTMENT OF THE TREASURY
EVIDENTIARY REQUIREMENTS FOR THE SDNT
PROGRAM, SEPTEMBER 16, 1999

All Specially Designated Nationals
(“‘SDN’") programs require that our designa-
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tions pass an ‘‘arbitrary and capricious”
test; and all designations are based upon a
non-criminal standard of ‘‘reasonable cause
to believe” that the party is owned or con-
trolled by, or acts, or purports to act, for or
on behalf of the sanctioned country or non-
state party. Furthermore, the IEEPA-SDNT
Executive order has an additional designa-
tion basis for foreign firms or individuals
that “materially . . . assist in or provide fi-
nancial or technological support for or goods
or services in support of, the narcotics traf-
ficking activities’” of the named drug king-
pins or other, already designated SDNTSs.

In implementing the Colombia IEEPA-
SDNT program, OFAC analysts identify and
research foreign targets that can be linked
by evidence to individuals or entities already
designated pursuant to E.O. 12978. To estab-
lish sufficient linkage, OFAC initially was
dependent upon a significant body of docu-
mentary evidence developed through crimi-
nal law enforcement raids and seizures. For
most of the continuing designations under
E.O. 12978 (that now total 496 with the June
8 addition of 41 entities and 8 individuals to
the SDNT list), OFAC has not used criminal
law enforcement information and instead has
depended upon OFAC’s own research and in-
formation collection.

The President’s involvement was required
in the designation of only the original four
Cali cartel kingpins named in the annex to
E.O. 12978. Additional kingpins are developed
by close coordination between OFAC and
Justice, and the preponderance of the SDNTs
are designated as the result of OFAC’s re-
search and collection efforts.

OFAC reaches designation determinations
after extensive reviews of the evidence inter-
nally and with the Department of Justice. In
the SDNT program, E.O. 12978 requires that
the State and Justice Departments be con-
sulted by Treasury prior to a designation;
and, as noted above, Justice is deeply in-
volved in examining the sufficiency of the
evidence that occurs before any parties are
added to the list.

OFAC regulations provide for post-designa-
tion review and remedies. The usual forum
for considering removal of a designation
(such as a change in circumstances or behav-
ior) is one in which the named party peti-
tions OFAC for removal. Most petitioners
initiate the review process simply by writing
us.
Exchanges of correspondence, additional
fact-finding, and, often, meetings occur be-
fore OFAC decides whether there is a basis
for removal. Most parties seeking removal
have followed this approach. Although a
number of persons have been removed
through this means, overall only a very few
parties on the SDNT and other SDN lists
have ever petitioned for removal. Federal
courts have held that no pre-deprivation
hearing is required in blocking of assets be-
cause of the Executive Branch’s plenary au-
thority to act in the area of foreign policy
and the obvious need to take immediate ac-
tion upon designation to avoid dissipation of
affected assets.

OFAC actions are reviewable in Federal
court under the Administrative Procedure
Act. There have been few such cases in the
history of the SDN programs; and no court
has struck down any of OFAC’s designations.
A U.S. District Court case (Copservir v. New-
comb) brought on behalf of SDNT companies
of the Rodriguez-Orejuela cartel (Miguel and
Gilberto Rodriguez-Orejuela, ‘“MRO-GRO”’)
was dismissed. It has now been appealed. An
associated SDNT lawsuit involving 21 indi-
vidual SDNTs connected to the MRO-GRO
businesses (Arbelaez v. Newcomb), is currently
pending before the same Federal court that
dismissed the Copservir case. Under the APA,
the Government must demonstrate that
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OFAC’s action was neither arbitrary nor ca-
pricious.

Evidence to support designations is ac-
quired through research and investigation by
OFAC and other Federal agencies; and it in-
volves a broad spectrum of sources. All of
OFAC’s designation programs adhere to a
process of thorough evidentiary development
and review and are consistent with U.S. stat-
utes and the decisions of our courts. Des-
ignation decisions are coordinated in all pro-
grams. In the IEEPA-SDNT program against
Colombian traffickers, the State and Justice
Departments must be consulted prior to a
designation; and OFAC works closely with
them and with other interested investigative
and information-collecting agencies.

OFAC’s CURRENT PRACTICES

Designations, notice and awareness. The
IEEPA-SNDT program against Colombian
traffickers is our working model for a proce-
dure. Designations of foreign persons under
this program, particularly the derivative
designations of foreign businesses, are kept
secret until they have occurred to ensure
that assets within U.S. jurisdiction may be
blocked and that the designation investiga-
tion about the entity and related inquiries
about other persons are not compromised.

When a designation is effected, several ac-
tions occur either simultaneously or in close
sequence to one another. After concurrence
from Justice and State, OFAC’s director
makes the designation. Shortly thereafter,
the following will occur:

Actual notice. OFAC provides actual no-
tice of blocking and designation to specific
financial institutions or other businesses
that are believed to have accounts or other
assets of the designated narcotics trafficker
or to be handling or engaging in transactions
involving that target.

Cyberspace notice. OFAC simultaneously
initiates a set of electronic notifications, in-
cluding updates to the SDNT list and public
information brochures on its web site, that
notify the financial community and the pub-
lic at large that these parties have been des-
ignated and that the prohibitions of the pro-
gram are in effect with respect to them. Spe-
cific steps include:

Electronic Fedwire alert to 5,000 on-line fi-
nancial institutions.

Electronic CHIPS alert to the 250 money
center banks.

Uploading of the OFAC web site SDNT list
with the new names and an updated com-
prehensive SDNT list (a visual alert to new
SDNTs is featured on the web site) and up-
dated OFAC public information brochures.

Uploading of the new designations and the
expanded SDNT list to other web sites
(Treasury Electronic Library; GPO Federal
Bulletin Board; Commerce’s Economic Bul-
letin Board; Office of the Comptroller of the
Currency’s fax-on-demand service; Com-
merce’s STAT-USA/FAX, a fax-on-demand
service.

Updating OFAC’s own fax-on-demand serv-
ice.

Telephone and/or fax notifications to fed-
eral bank regulatory agencies.

Federal Register publication. Constructive
legal notice is effected through publication
of the new SDNTs in the Federal Register.

Publicity. Press announcement by Treas-
ury or the White House is common in order
to have the broadest effective notice and im-
pact on the targeted foreign parties.

Counter-narcotics community. Other fed-
eral counter-narcotic elements are notified,
too. Commonly, classified cables have been
sent in advance to U.S. embassies in affected
foreign countries to make them aware that
an SDNT action is about to occur. In the Co-
lombia SDNT context, the U.S. embassy and
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OFAC (which has an officer assigned to Bo-
gota) coordinate closely throughout the
process.

Host government. To the extent feasible,
the USG coordinates carefully with the host
government concerning the designated par-
ties, and it works cooperatively with appro-
priate host government authorities to pursue
additional measures and leads against the
significant foreign narcotics traffickers and
the SDNTs.

U.S. businesses. When U.S. firms are be-
lieved to have on-going, previously lawful
dealings with the designated foreign party,
they are notified promptly by OFAC, di-
rected to cease the now prohibited activities
and to block any SDNT assets within their
control, and advised of their rights and re-
sponsibilities under IEEPA and OFAC’s regu-
lations. Relationships between U.S. firms
and SDNTs have usually been discovered
after the fact, and there have been very few
cases where post-designation transactions
were discovered. In helping U.S. firms com-
ply with the SDNT program., OFAC has fol-
lowed a practice of disseminating:

Program awareness letters to U.S. busi-
nesses that are starting to do business with
Colombian firms. (To date, three such letters
have been sent in the SDNT program.)

Specific awareness letters to U.S. firms
and their Colombian subsidiaries that are be-
lieved to have had pre-designation dealings
with SDNTs. (To date, 32 such letters have
been sent.)

Specific alert letters, including cease and
desist instructions, to U.S. firms and their
foreign subsidiaries that have been found to
have post-designation dealings with SDNT
companies or their successor firms. (To date,
15 such letters have been sent to U.S. firms
and their foreign subsidiaries.)

In the rare case where apparently willful
post-designation dealings by a U.S. firm with
an SDNT were to be discovered, a referral for
preliminary criminal investigation would be
made to U.S. Customs.

With regard to U.S. businesses, banks and
individuals, the purpose of the SDNT pro-
gram is not to create criminal jeopardy for
unwitting U.S. businesses; it is to inform
U.S. persons of the identities of the prohib-
ited foreign parties. OFAC works to identify
and expose the SDNTs in order to prevent
prohibited transactions and dealing with the
SDNTs, to block their identifiable assets,
and to deny the SDNTSs access to the U.S. fi-
nancial and commercial systems and to the
benefits of trade and transactions involving
U.S. businesses and individuals.

Legitimate foreign banking and business
sector. OFAC also seeks voluntary compli-
ance with the U.S. sanctions programs by
the legitimate foreign banks and businesses
in Colombia. OFAC’s director and officers
have met regularly with Colombian bankers
and business groups from the beginning of
the SDNT program in a successful effort to
develop a cooperative working relationship
and voluntary compliance with the U.S.
sanctions in isolating the drug kingpins and
their business enterprises and operatives.
These measures, which are being expanded
upon, have included:

More than 450 general alert letters to Co-
lombian firms that had pre-sanctions supply
or other business relationships with SDNT
firms.

Other specific alert letters to Colombian
banking authorities about SDNT accounts.

Numerous meetings with Colombian bank-
ers and businessmen.

Ownership and control. Designations under
OFAC’s SDNT program and its other nine
programs that employ the SDN concept are
based upon a non-criminal standard of ‘“‘rea-
sonable cause to believe” that the party is
owned or controlled by, or acts, or purports
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to act, for or on behalf of the sanctioned
country or, as in the case of the significant
narcotics traffickers centered in Colombia,
the sanctioned non-state party. The IEEPA/
SDNT narcotics Executive order has an addi-
tional designation basis where foreign per-
sons ‘“materially . . . assist in or provide fi-
nancial or technological support for or goods
or services in support of, the narcotics traf-
ficking activities’ of one of the named drug
kingpins or another of the already-named
SDNTSs (emphasis supplied).

OFAC has an established practice for
reaching determinations of ownership or
control. It is not an inflexible formula but is,
rather, a judicious assessment of the nature
and quality of the indicia of control drawn
from the totality of available information
about the entity in question. Prominent, but
not exhaustive, criteria used in determining
SDNT control of and entity are:

Exercise of voting power: size of equity hold-
ings; direct and indirect shareholding per-
centages; existence of voting trusts, super-
majority voting requirements, or other
mechanisms to consolidate voting power or
block initiatives of other shareholders.

Exercise of managed authority: identities of
the board of directors, executive commit-
tees, and other managed bodies controlling
the business policies of the entity; ability to
designate officers or directors.

Exercise of operating authority: identities of
major officials and senior managers with
day-to-day operating authority or control
over the types of transactions conducted by
the business.

History of operations: objective indications
that the business is run for the benefit of
SDNTSs.

The courts have held that OFAC’s interpre-
tations are consistent with the premise of
the Executive Order, which lies in the rec-
ognition that the four principal narcotics
traffickers named in the annex to the E.O.
have invested their vast drug fortunes in os-
tensibly legitimate companies.

Mr. CROWLEY. Mr. Speaker, | yield
myself such time as | may consume;
and | rise in support of H.R. 3164, the
Foreign Narcotics Kingpin Designation
Act.

Mr. Speaker, the legislation before
the House today is part of our constant
battle to get a grip on the flow of ille-
gal narcotics into the United States.

This bill will give the President addi-
tional tools to combat international
narcotics traffickers, to freeze their as-
sets in the U.S., to prohibit them from
conducting business in the U.S., and
exclude them from entering this coun-
try.

Given the negative impact of illegal
drug use on our citizens, this legisla-
tion could not come at a more appro-
priate time. lllegal drug use is destroy-
ing our children and ruining lives,
making our streets unsafe, and contrib-
uting to the substantial growth of the
U.S. prison population.

Illegal drug use in the U.S. has also
generated huge profits for inter-
national drug cartels. These cartels
then use that money to branch out into
other areas of international crime and
to destabilize foreign governments that
seek to crack down on illegal drug pro-
duction.

In short, the U.S. must continue to
move aggressively to crack down on
the international narcotics Kkingpins
which keep the drugs flowing into the
u.S.
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The bill before us today will help the
President wage that war. The legisla-
tion requires the Secretaries of Treas-
ury, Defense, and State, the Attorney
General, and the CIA Director to pro-
vide a list to the President of signifi-
cant foreign narcotics traffickers. The
President would then be required to
impose sanctions against narcotics
traffickers on the list and others that
lend them material support, including
freezing the traffickers’ assets in the
U.S., blocking transactions between
U.S. citizens and the drug traffickers,
and prohibiting the traffickers from re-
ceiving visas to come to our country.

It would also provide the President
with a national security interest waiv-
er, as well as the ability to provide in-
formation to Congress in a classified
format to protect intelligence and law
enforcement information.

The administration supports this leg-
islation, in part because it is based on
a similar initiative launched by Presi-
dent Clinton against Colombian nar-
cotics traffickers.

In October of 1995, President Clinton
issued an executive order which tar-
geted and applied sanctions to four
international narcotics traffickers and
organizations that operate out of Co-
lombia. The bill before us today will
expand that initiative to other coun-
tries, as well.

I urge my colleagues to support H.R.
3164, the Foreign Narcotics Kingpin
Designation Act.

Mr. Speaker, | reserve the balance of
my time.

Mr. NADLER. Mr. Speaker, | yield
1% minutes to the distinguished gen-
tleman from North Carolina (Mr.
WATT).

Mr. WATT of North Carolina. Mr.
Speaker, | rise in opposition to the bill
not because | do not support the objec-
tive of trying to cut back on drugs and
illegal drug activity in this country,
but because | am concerned that we are
giving the President and the adminis-
tration far, far too much authority and
subjecting them to far, far too little re-
view.

The notion that we in this Congress
can oversee the designation of who is
designated a drug kingpin effectively is
just nonsense. We do not have the abil-
ity to do that. The appropriate place to
do that is not in the Congress of the
United States. The appropriate place to
do that is in the courts of the United
States.

This provision, which denies any ju-
dicial review to the determinations
made by the administration under this
bill, is just un-American. 1 mean, |
have never seen the ability of the
President to take and block assets of
people who are living in this country
and then say in a law the determina-
tions, identifications, findings, and des-
ignations made pursuant to section 4
and subsection (b) of this section shall
not be subject to judicial review.

That is what the courts are for. We
are not saying that there should not be
a designation. But if the designation is
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wrong, the people have to have the
right to the court.

Mr. MCCOLLUM. Mr. Speaker, | yield
2 minutes to the gentleman from Ar-
kansas (Mr. HUTCHINSON).

Mr. HUTCHINSON. Mr. Speaker, |
thank the gentleman for yielding me
the time.

Mr. Speaker, | rise in support of this
legislation for a couple of reasons. We
have to look very carefully as to what
it does.

First of all, it directs the Secretary
of the Treasury to designate foreign
narco-traffickers. A very simple des-
ignation. The argument was made by
the gentleman from North Carolina
(Mr. WATT), well, there ought to be
some review of this.

The second step is what is review-
able. And that is that those so des-
ignated would not be permitted to own
or transfer property in the United
States or engage in U.S. financial
transactions. That, under the Adminis-
trative Procedures Act, would be ap-
pealable, would be reviewable. And so,
if the administration maintained a list
of narco-traffickers, which they are en-
titled to do, which is appropriate to do,
then if they seize those assets, then
that would be subject to administra-
tive review.

The third thing that is very, very im-
portant is that it only applies to for-
eign individuals and entities. This is
the linchpin of this legislation, is not
to American citizens but it is to for-
eign entities and individuals. If their
assets are blocked, then, once again,
that would be subject to administra-
tive review.

Why is all of this important? It is im-
portant because we are attacking the
sources of income and the ability to
launder money.

| have been down to Colombia. | have
been to Puerto Rico. | have been
through these hearings. And whether
we talk to the DEA or whether we talk
to the narco-traffickers, they indicate
that the other side, the narco-traf-
fickers, have greater resources and we
have to hit them where it hurts and
where we can make a difference.

The third thing | think that is impor-
tant is that it has been proven to be
successful. We are not experimenting
in the dark here. The 1995 sanctions
against the Cali cartel were successful.
They had the effect of dismantling the
business entities tied to the Cali cartel.
And that is what we are trying to do,
not just in Colombia but worldwide. We
are looking at the foreign entities that
we can determine are engaged in traf-
ficking.

I want to express my appreciation to
the gentleman from New York (Mr.
RANGEL) for the comment that he made
that this is exactly the direction that
we go in. So | ask my colleagues to
support it.

Mr. NADLER. Mr. Speaker, | yield
myself 30 seconds.

Mr. Speaker, the gentleman was in-
correct in his statement to the bill.
The bill says the determinations, iden-
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tifications, findings, and designations
made pursuant to, et cetera, shall not
be subject to judicial review. Desig-
nating an individual as a significant
foreign trafficker is not, under this
bill, subject to judicial review.

So the President or the bureaucrat
has the absolute authority to say he is
a foreign narcotics trafficker. If he
thinks he is not, his lawyers in the
United States cannot appeal it in court
and no evidence is necessary. And that
is simply, as was said before, un-Amer-
ican.

Mr. CROWLEY. Mr. Speaker, may |
inquire as to how much time we have
remaining?

The SPEAKER pro tempore (Mr.
SUNUNU). The gentleman from New
York (Mr. CROWLEY) has 3 minutes re-
maining. The gentleman from New
York (Mr. NADLER) has 2% minutes re-
maining. The gentleman from Florida
(Mr. McCoLLuM) has 1% minutes re-
maining.

Mr. CROWLEY. Mr. Speaker, | yield 1
minute to the gentleman from New
York (Mr. RANGEL).

Mr. RANGEL. Mr. Speaker, | did not
mean to infer that he wanted to bend
the Constitution so badly that we
would suffer from it now and in the fu-
ture. But in the period of time that we
are living today, where terrorism is ac-
tually a threat to our everyday life, |
cannot imagine that we would apply to
a court in order to find out how we can
keep some of these bums out of our
country or to keep them from destroy-
ing our property and our lives.

| take this war on drugs pretty seri-
ously. We have lost lives not only to
drug addiction but to our prison sys-
tem. There is no question in my mind
that most Americans believe if we
wanted to stop this that we can but
that big dollars prevent us from doing
it. We go all over the world telling
other countries that they really are
not going after their drug traffickers,
they will not extradite, they will not
put them in jail, they will not do any-
thing.

Now is the time for us to do some-
thing. Now is the time to bring the
best minds that we have in the United
States, those who have the constitu-
tional mandate to protect the Amer-
ican citizens.

Obviously, the President has over-
looked this legislation, the Judiciary
has overlooked the legislation, and
they feel that we stand on sound con-
stitutional ground. But the whole idea
that we cannot protect ourselves
against those people who use our sys-
tem, who infringe upon our rights to
bring this poison into the United
States, who threaten our national se-
curity, who have 2 million people
locked up, at least over half of them
for drug-related crimes, it seems to me
that we are yielding to legal questions
rather than questions that in times of
war we find answers to.

So | think this is a giant step for-
ward. And if there are problems with
it, | hope they come back to this House
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and to the Congress so that we can deal
with it. But | think the mere fact that
we are going to pass this law sends a
message to the foreign drug traffickers.

Mr. NADLER. Mr. Speaker, | yield 1
minute to the distinguished gentleman
from Virginia (Mr. ScoTT).

Mr. SCOTT. Mr. Speaker, Amend-
ment 5 of the Bill of Rights says that
““no person shall be held to answer for
a capital or otherwise infamous crime
unless on a presentment or indictment
of a grand jury except,” and then it
goes on to say, ‘‘nor to be deprived of
life, liberty, or property without due
process of law.”

Now, the designation by the Presi-
dent is not due process of law. Usually
we have a trial. There is no judicial re-
view in this situation. And even the
designation as a foreigner, if they hap-
pen to be a citizen and are designated
as a foreigner, they have no judicial re-
view and no rights under this bill.

We ought to go back to the normal
process of due process. If we are going
to go after criminals, we ought to go
after criminals with the normal proc-
ess of having a trial.

Mr. CROWLEY. Mr. Speaker, may |
inquire as to how much time | have re-
maining?

The SPEAKER pro tempore. Each of
the gentlemen from New York have 1
minute remaining.

Mr. CROWLEY. Mr. Speaker, | yield 1
minute to the gentleman from New
York (Mr. NADLER).

Mr. NADLER. Mr. Speaker, | yield
myself the balance of my time.

The SPEAKER pro tempore. The gen-
tleman from New York (Mr. NADLER) is
recognized for 2 minutes.

Mr. NADLER. Mr. Speaker, we seem
to have a fact in this country that, if
we declare something a war, some peo-
ple think we can suspend the Constitu-
tion in order to fight that war.

We did that, to our regret, with com-
munism in the 1950s. We may have done
that with terrorism. And now we are
being asked to do that with the war on
drugs.
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Yes, we must protect ourselves, in
the 1950s and 1960s and 1970s against po-
tential Communist aggression, against
terrorism, against the drug lords. But
we must not destroy our liberty or our
Constitution in doing so. We have done
this in the past and we have regretted
it.

There is nothing that says we cannot
crack down on these drug kingpins and
allow them their day in court, that lets
us seize the property but allow them to
protest in court and have our tradi-
tional notions of due process. But this
bill will not do that. This bill makes
the President or the Secretary a dic-
tator, a king. This bill says he can
seize someone’s property and you have
no recourse. It goes against the fifth
amendment and the 14th amendment,
you cannot deprive a person of life, lib-
erty or property without due process of
law.
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This would make an American cit-
izen who has any kind of dealing with
someone that some bureaucrat thinks
is a drug kingpin a criminal if that cit-
izen has some dealing with him even if
that citizen thinks that this person is
perfectly innocent, and there is no op-
portunity in court to dispute whether
that person is innocent or in fact a
drug Kingpin. That is not the American
way.

Yes, we should crack down on drugs;
yes, we should protect ourselves, but
we should not do so by eliminating all
our Anglo-Saxon traditions of due
process and fair play. Someone accused
of a crime always is entitled to a day
in court. Someone the President says is
a drug kingpin is entitled to say in

court, “No, I'm not, you’ve got the
wrong man.” This bill goes against
that.

As | said, the people who passed

Magna Carta would understand why
this bill is pernicious and destructive
of our Constitution and on our system
of values in this country and why this
bill should be rejected.

Let me say one other thing. We never
saw this bill in the Committee on the
Judiciary. It has not been considered
by the Committee on the Judiciary. |
spoke to the Deputy Attorney General
at 9 o’clock last night. He had never
heard of it.

Mr. MCCOLLUM. Mr. Speaker, | yield
myself the balance of my time.

First of all, | want to make a point
about this bill, and that is that it deals
with foreign drug Kkingpins who are
killing and poisoning our Kids. The
bottom line is it deals with the worst
of the worst. It deals with people who
have already been indicted in our court
system but probably have never come
here and never will come here for trial.
It deals with freezing their assets,
choking their ability to get the re-
wards of money and property out of the
drug dealings they have been doing.
And, yes, it does provide a support
level for an already existing and al-
ready court-tested process whereby
under national security guidelines, the
President of the United States may
designate these foreign drug kingpins
as people whose property will be frozen
and who cannot have financial dealings
and business transactions in the United
States.

It is perfectly constitutional, it is
perfectly appropriate and the Adminis-
trative Procedures Act once they are
designated does govern the process
itself in the seizure of property and the
disposition of it. Fifteen thousand of
our fellow citizens died last year from
illegal drug overdoses. Hundreds of
thousands of American families had to
cope with the challenges posed by ad-
dictions to their loved ones. It seems to
me that it is long overdue that we have
a bill like this. Sadly, we have discov-
ered in this Congress that we are not
insulated from the efforts of the King-
pins to buy influence and corrupt our
political institutions. Their narco-lob-
byists were paid well to try to shape
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and gut this bill through this process.
Well, they have not succeeded, fortu-
nately.

An overwhelming vote of this House
in favor of this bill, H.R. 3164, will send
the kingpins an unmistakable message:
We do not fear their power, we cannot
be bought, and we will not rest until
they are jailed and their organizations
disrupted.

The SPEAKER pro tempore (Mr.
SUNUNU). The question is on the mo-
tion offered by the gentleman from
Florida (Mr. McCoLLuM) that the
House suspend the rules and pass the
bill, H.R. 3164.

The question was taken.

Mr. McCOLLUM. Mr. Speaker,
that | demand the yeas and nays.

The yeas and nays were ordered.

The SPEAKER pro tempore. Pursu-
ant to clause 8 of rule XX and the
Chair’s prior announcement, further
proceedings on this motion will be
postponed.

on

TERRE HAUTE FEDERAL BUILDING
TRANSFER ACT

Mr. HORN. Mr. Speaker, I move to
suspend the rules and pass the bill
(H.R. 2513) to direct the Administrator
of General Services to acquire a build-
ing located in Terre Haute, Indiana,
and for other purposes.

The Clerk read as follows:

H.R. 2513

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. ACQUISITION OF BUILDING.

(&) AcCQuUISITION.—The Administrator of
General Services shall acquire by transfer
from the United States Postal Service the
real property and improvements located at
30 North Seventh Street in Terre Haute, In-
diana.

(b) REIMBURSEMENT.—The transfer under
subsection (a) shall be made without reim-
bursement, except that the Administrator
shall provide to the Postal Service an option
to occupy 8,000 square feet of renovated
space in the building acquired under sub-
section (a) at no cost for a 20-year term.

SEC. 2. RENOVATION OF BUILDING.

(@ IN GENERAL.—The Administrator of
General Services shall renovate the building
acquired under section 1, and acquire park-
ing spaces, to accommodate use of the build-
ing by the Administrator and the United
States Postal Service.

(b) AUTHORIZATION OF APPROPRIATIONS.—
Subject to the requirements of section 7(a) of
the Public Buildings Act of 1959 (40 U.S.C.
606(a)), there is authorized to be appropriated
to carry out this section $5,000,000 for fiscal
years beginning after September 30, 1999.
Such sums shall remain available until ex-
pended.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
California (Mr. HORN) and the gen-
tleman from Texas (Mr. TURNER) each
will control 20 minutes.

The Chair recognizes the gentleman
from California (Mr. HORN).

GENERAL LEAVE

Mr. HORN. Mr. Speaker, | ask unani-
mous consent that all Members may
have 5 legislative days within which to
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revise and extend their remarks on the
bill under consideration.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from California?

There was no objection.

Mr. HORN. Mr. Speaker, | yield my-
self such time as | may consume.

Mr. Speaker, H.R. 2513, a bill intro-
duced by the gentleman from Indiana
(Mr. PEASE), would require a no-cost
transfer of a Postal Service building lo-
cated in downtown Terre Haute, Indi-
ana, to the General Services Adminis-
tration. In return for the building, the
Postal Service would be granted an op-
tion to remain in a portion of the
building, 8,000 square feet, rent-free for
20 years.

The bill authorizes an appropriation
of $5 million to renovate the building
and to acquire parking spaces to ac-
commodate use of the building by the
Postal Service and the General Serv-
ices Administration.

The subcommittee on Government
Management, Information, and Tech-
nology marked up this bill and re-
ported it to the full Committee on Gov-
ernment Reform on September 22, 1999.
At the request of the ranking member
of the full committee the gentleman
from California (Mr. WAXMAN) and the
subcommittee’s ranking member the
gentleman from Texas (Mr. TURNER),
the subcommittee held a hearing on
September 30, 1999 to further consider
the legislation.

Witnesses at the hearing included the
sponsor of the bill the gentleman from
Indiana (Mr. PEASE); Terre Haute’s
mayor, Jim Jenkins; and representa-
tives from both the Postal Service and
the General Services Administration.
Witnesses at the hearing testified
about the building’s historical signifi-
cance and the need to maintain a post
office and a Federal presence in the
downtown area of this Indiana commu-
nity. A representative of the General
Services Administration testified the
agency needed additional time to ex-
plore other alternatives to conveying
this property, including the possibility
of a no-cost conveyance to a public en-
tity or a sale to a private buyer. An
agreement was reached at the hearing
to postpone further consideration of
this bill for an additional 30 days to en-
able the General Services Administra-
tion to find a viable alternative to H.R.
2513. The 30 days have elapsed and the
General Services Administration has
been unable to achieve a viable option
for conveying this property.

Mr. Speaker, | urge the adoption of
the bill.

Attached is the “‘Statement of Ad-
ministration Policy,” dated November
2, 1999.

Also included are the letters between
the chairmen of Government Reform
and Transportation and Infrastructure.
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EXECUTIVE OFFICE OF THE PRESI-
DENT, OFFICE OF MANAGEMENT
AND BUDGET,

Washington, DC, November 2, 1999.

STATEMENT OF ADMINISTRATION PoLicy

H.R. 2513—TO DIRECT THE ADMINISTRATOR OF
GENERAL SERVICES TO ACQUIRE A BUILDING
LOCATED IN TERRE HAUTE, INDIANA, AND FOR
OTHER PURPOSES. (PEASE (R) IN)

The Administration opposes House passage
of H.R. 2513. The bill would:

Compel the General Services Administra-
tion (GSA) to accept into its inventory, and
fully renovate, a building that has not been
reasonably marketed for use by other enti-
ties. Further, GSA does not have the Federal
tenancy in the Terre Haute community to
sustain this building.

Lead to certain losses in GSA’s budget,
since the appropriations authorized are not
guaranteed and would only cover renovation
costs, while GSA would certainly suffer con-
tinuing shortfalls in rental income from the
building. These losses are particularly likely
in light of the bill’s requirement that the
United States Postal Service, in lieu of pay-
ment for the building, receive an option to
occupy 8,000 square feet of renovated space
rent-free for 20 years.

The Administration appreciates and shares
the desire to preserve historical and archi-
tectural landmarks such as that currently
housing the Terre Haute Post Office, but be-
lieves this preservation can and should be
done in a financially prudent fashion. GSA
believes the Post Office should remain in the
Postal Service’s inventory while all inter-
ested parties, including GSA, continue to
survey the market for potential users.

HOUSE OF REPRESENTATIVES, COM-
MITTEE ON TRANSPORTATION AND
INFRASTRUCTURE,

Washington, DC, October 26, 1999.

Hon. DAN BURTON,

Chairman, Committee on Government Reform,

Washington, DC.

DEAR MR. CHAIRMAN: | am writing to you
concerning the jurisdictional interest in the
Transportation and Infrastructure Com-
mittee in H.R. 2513, a bill to direct the Ad-
ministrator of General Services to acquire a
building in Terre Haute, Indiana.

Our Committee recognizes the importance
of H.R. 2513 and the need for the legislation
to move expeditiously. Therefore, while we
have a valid claim to jurisdiction over cer-
tain provisions of the bill, I do not intend to
request a sequential referral. This, of course,
is conditional on our mutual understanding
that nothing in this legislation or my deci-
sion to forego a sequential referral waives,
reduces or otherwise affects the jurisdiction

of the Transportation and Infrastructure
Committee.
With warm personal regards, | remain
Sincerely,

BUD SHUSTER,
Chairman.
HOUSE OF REPRESENTATIVES,
COMMITTEE ON GOVERNMENT REFORM,
Washington, DC, November 1, 1999.
Hon. BUD SHUSTER,
Chairman, Committee on Transportation and
Infrastructure,
Washington, DC.

DEAR MR. CHAIRMAN: Thank you for your
letter of October 26, 1999 regarding H.R. 2513
a bill directing the Administration of Gen-
eral Services to acquire a building located in
Terre Haute, Indiana.

I agree that the Committee on Transpor-
tation and Infrastructure has valid jurisdic-
tional claims to certain provisions in this
legislation, and I am most appreciative of
your decision not to request such a referral
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in the interest of expediting consideration of
the bill. I agree that by foregoing a sequen-
tial referral, the Committee on Transpor-
tation and Infrastructure is not waiving its
jurisdiction. Further, as you requested, this
exchange of letters will be included in the
record during floor consideration of this bill.

Thank you for your cooperation in this
matter.

Sincerely,

DAN BURTON,
Chairman.
HOUSE OF REPRESENTATIVES,
COMMITTEE ON GOVERNMENT REFORM,
Washington, DC, October 29, 1999.
Hon. J. DENNIS HASTERT,
Speaker,
Washington, DC.

DEAR MR. SPEAKER: In the interest of expe-
diting floor consideration of H.R. 2513, a bill
to direct the Administrator of the General
Services to acquire a building located in
Terre Haute, Indiana, and for other purposes,
the Committee on Government Reform does
not intend to exercise its jurisdiction over
this bill.

Originally, the bill was scheduled to be
marked up by the committee on September
30th. Congressman Horn and Congresswoman
Waxman, however, agreed to give GSA an-
other thirty days before passing H.R. 2513.
After thirty days, both resolved that the bill
could be considered on the House floor.

As you know, House Rule X, Establishment
and Jurisdiction of Standing Committees,
grants the Government Reform Committee
with jurisdiction over ‘“‘government manage-
ment and accounting measures, generally.”’
Our decision not to exercise the Committee’s
jurisdiction over this measure is not in-
tended or designed to waive or limit our ju-
risdiction over any future consideration of
related matters.

Thank you for your assistance, and | look
forward to working with you throughout the
106th Congress.

Sincerely,
DAN BURTON,
Chairman.
Mr. Speaker, | reserve the balance of
my time.

Mr. TURNER. Mr. Speaker, | yield
myself such time as | may consume.

Mr. Speaker, this bill attempts to
deal with a problem in Terre Haute, In-
diana, represented by the gentleman
from Indiana (Mr. PEASE). This prob-
lem he faces is not unlike a problem
that many of us have or will experience
in our own districts. Many of us have
Federal buildings within our districts
that oftentimes were built during the
Depression era, buildings that are no
longer up to current standards and are
having difficulty being leased. These
buildings, | think, are many times lo-
cated in prime areas of our commu-
nities, in downtown locations, in com-
mercial areas and many times these
buildings have historical significance
that warrant preservation.

H.R. 2513 by the gentleman from Indi-
ana deals with such a building located
in his hometown of Terre Haute and it
is a building that is currently owned by
and partially occupied by the Postal
Service. | have committed to helping
the gentleman from Indiana with this
bill not only because of my personal re-
spect and admiration which | hold for
him but also because | know that any
one of us can and do face the same
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problem in our own districts. | am
aware of the fact that the gentleman
from Indiana has worked diligently for
over 2 years to try to find a solution to
this problem.

This bill would transfer the Postal
Service building from the Postal Serv-
ice to the General Services Adminis-
tration. The General Services Adminis-
tration as consideration for the trans-
fer would be obligated to permit the
Postal Service to continue to occupy
approximately 8,000 square feet of the
building that has about 45,000 square
feet of rentable space for free for a pe-
riod of 20 years. The bill would also au-
thorize an appropriation of $5 million
to the GSA to renovate the building
and to acquire parking.

I fully appreciate the value of this
building to the community of Terre
Haute. This structure, which was con-
structed through a public works
project during the Depression, is listed
on the National Register of Historical
Places. Aside from its historical sig-
nificance, the building goes a long way
toward enhancing the value of down-
town Terre Haute by providing citizens
a host of services that are easily acces-
sible to the public. Citizens like to be
able to walk across the street to visit
the post office, visit the Social Secu-
rity Administration. Time, however,
has taken its toll on this building. It is
deeply in need of repair and dimin-
ishing standards have made it difficult
to keep the building operational. As |
said, it is estimated by the GSA that
the building would require between $4
million and $5 million in renovation.
The citizens of Terre Haute under the
leadership of the gentleman from Indi-
ana have joined together to keep the
Postal Service building as a viable part
of the downtown area.

In my opinion, the Federal Govern-
ment has a clear duty to act as a re-
sponsible property owner and should be
a partner in finding a solution to the
future of this building. The building’s
historical significance and its impor-
tance to preserving the economic via-
bility of the downtown area must be
acknowledged by the Federal Govern-
ment. However, 1 am deeply concerned
about one provision of the bill, that
provision which allows the Postal Serv-
ice to occupy 8,000 square feet of space
for 20 years at no cost. | recognize that
the purpose of the free rent provision
under the bill is to compensate the
Postal Service for the value of the
building. Yet without the whole build-
ing generating revenue, | anticipate
that the expense of providing the Post-
al Service with free rent will greatly
reduce the fair market value of the
building. The free rent provision will
amount to an encumbrance which will
diminish the building’s economic value
for the next 20 years.

As we all know, a lot can change in 20
years. All future prospective owners of
the building may be discouraged from
acquiring the building because of the
heavy burden of free rent for the Postal
Service. And the Postal Service has ac-
knowledged that it intends to stay in
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the downtown area. They even ac-
knowledged to us in a conference call
that were they not in this building,
they would move to another building a
few blocks away where they would be
required to pay rent. Why then should
the Postal Service not continue to pay
rent in the Postal Service building?
That is a question that | do not know
that we have a clear answer to. The
Postal Service simply says that if they
are going to transfer a building to the
General Services Administration, they
are due some consideration, that it has
some value. This argument certainly is
a sound one, if the building does in fact
have economic value. But the esti-
mates provided by the GSA indicate
that the building in its current condi-
tion has little if any economic value
and will require an expenditure of over
$4 million to bring it up to a standard
to attract tenants at market rates.
And then, of course, the payout over
the years of $4.2 million perhaps would
make the building less attractive not
only to the government but to any pri-
vate investor considering such an in-
vestment.

So having expressed my concern
about the particular provision of the
bill, I want to say again that I com-
mend the gentleman from Indiana for
his diligence in trying to deal with a
problem common to all of us. | think
that the proper thing for us to do is to
support this bill, to move it forward,
and in fact when we had a hearing on
this bill, the gentleman from Indiana
delayed moving the bill forward for 30
days to allow the GSA to come up with
any viable option that they may have.
Their efforts thus far have been unsuc-
cessful, but he kept his commitment to
do so and our commitment on this side
of the aisle was to allow this bill to
move forward and perhaps to move it
to a point where some of the sugges-
tions that | have made could be incor-
porated in the bill. We are supportive
of the effort that the gentleman from
Indiana has made. | commend him for
what he is attempting to do for his
community. | would urge adoption of
the bill.

Mr. Speaker, | reserve the balance of
my time.

Mr. HORN. Mr. Speaker, | thank the
gentleman for his very thorough pro-
posal of this particular building. As |
noted, the Congressional Budget Office
said this is a negligible cost in terms of
the amounts involved.

Mr. Speaker, | yield such time as he
may consume to the gentleman from
Indiana (Mr. PEASE).

Mr. PEASE. Mr. Speaker, in the in-
terest of time, | will submit a written
statement for the RECORD.

Having said that, Mr. Speaker, |
want to thank the gentleman from
California (Mr. HORN) and the gen-
tleman from Texas (Mr. TURNER) for
their tremendous support and assist-
ance in an effort that is very important
to my hometown and the citizens who
reside there.

As the gentleman from Texas has
said, we have spent almost 2 years try-
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ing to resolve this situation in a fash-
ion that meets the needs of the com-
munity but is also responsible in its
stewardship of limited financial re-
sources.
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We believe we have the best possible
option before us at this time, though
we understand that there are still
points in the agreement that need to be
negotiated, and obviously will be, be-
tween the GSA and the Postal Service
and our colleagues in the other body.

The staff of the subcommittee and
the gentleman from Texas (Mr. TURN-
ER) and many members of the Postal
Service staff and GSA staff have been
extremely helpful to us. | want to ac-
knowledge their work in what is admit-
tedly a difficult area and thank each of
them for their cooperation in bringing
this proposal forward. We believe it
provides the basis for a constructive
resolution of a difficult matter.

Mr. Speaker, | would urge my col-
leagues to support the bill.

Mr. Speaker, | rise today in support of H.R.
2513. | represent the Seventh District of Indi-
ana, which includes the city of Terre Haute
where the building which is the subject of this
bill is located. In September 1935, the Federal
Building, which is located at the intersection of
Seventh and Cherry streets in Terre Haute,
IN, opened its doors to the public. Its original
tenants included a Federal court, a post office,
the Social Security Administration, and the In-
ternal Revenue Service. This grand structure
is a product of the Works Progress Adminis-
tration during the Depression under the Roo-
sevelt Administration and is listed on the Na-
tional Register of Historic Places. It is a fine
example of Art Deco architecture, utilizing Indi-
ana limestone, marble, and ornate decor.

Pursuant to the Postal Reorganization Act of
1970, some of the buildings in the Federal in-
ventory were conveyed to the U.S. Postal
Service (USPS). The postal facility located in
downtown Terre Haute, IN, is one such build-
ing that was included in the transfer. Since the
transfer, numerous Federal agencies have
leased space in the Terre Haute facility for
their operations. However, the building is cur-
rently in need of modernization, and many of
these agencies, including the Social Security
Administration and the Internal Revenue Serv-
ice, have relocated to other locations in the
city of Terre Haute under private leases.

According to the most recent figures from
GSA and the USPS, the total rentable space
for the Terre Haute facility is approximately
41,300 square feet. Of this space, 30,902
square feet are currently occupied by the
USPS and other Federal agencies, thus plac-
ing the current overall occupancy rate at 75
percent. Currently, the building houses several
Federal offices, including a U.S. District Court,
a U.S. Bankruptcy Court, the U.S. Marshals
Service, the Federal Bureau of Investigation, a
U.S. Attorney’s office, Federal Probation, and
one of my district offices. In addition to this
Federal presence, space is also leased by two
private attorneys and Jelene Kennedy, a blind
senior citizen who operates a concession
stand for the building.

In 1997, a new postal processing and dis-
tribution center was opened in Terre Haute,
IN. Due to the construction of this new postal
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facility, the presence of the USPS in the Fed-
eral building has been reduced to box and
window services only. For a time, there were
indications that the USPS might terminate its
presence at this facility.

H.R. 2513 would transfer the Terre Haute
facility to GSA at no charge, providing the
USPS with an option to remain in a portion of
the building (8,000 square feet) rent-free for
20 years. In addition, the bill would authorize
$5,000,000 for necessary renovations to the
building and to acquire parking spaces to ac-
commodate existing and future offices.

H.R. 2513 has many merits for both the city
and the Federal Government. It would help
maintain the presence of the USPS in down-
town Terre Haute, which is a high priority with
the community and numerous interest groups.
Anticipated renovations would make the facility
more attractive to public and private lessees,
including Federal agencies seeking to relocate
when their leases in other Terre Haute loca-
tions expire in the next few years. At this time,
the Social Security Administration, the Internal
Revenue Service, the Department of Agri-
culture, and armed forces recruiting offices op-
erate outside the facility, but within the city of
Terre Haute. Ideally, these Federal agencies
would move into the building, thus occupying,
at a minimum, 16,095 additional square feet,
increasing the occupancy rate to 90 percent.
Under this plan, the moneys currently being
paid under private leases would be paid to the
Federal Government, thereby saving tax-
payers money. In addition, a central location
for Federal agencies and their services would
provide improved accessibility for the Terre
Haute community.

Two additional aspects that should be con-
sidered when examining H.R. 2513 are the
demand for additional space by those Federal
agencies currently in the Terre Haute facility,
as well as the demand for space in the facility
by state and private entities. The FBI and the
U.S. District Court, both of which currently oc-
cupy space in the building, have indicated that
additional space is necessary for their oper-
ations. In addition, a private lessee has ex-
pressed interest in leasing approximately
1,800 square feet. The Governor of Indiana
has indicated his interest in this project and
his willingness to work in filing vacant spaces
in the building with state agencies if there is
space remaining after other Federal agencies
relocate to this property. Moreover, Mayor Jim
Jenkins, Historic Landmarks Foundation of In-
diana, STAMPS Downtown, Indiana State Uni-
versity, Downtown Terre Haute, Inc., Terre
Haute Chamber of Commerce, the Deming
Center, and others have expressed their will-
ingness to assist in finding tenants to occupy
any vacancies in the building.

One final factor that should be taken into
consideration is the recent decision by the
United States Bureau of Prisons to designate
the Federal Penitentiary in Terre Haute as the
sole location in the United States for the exe-
cution of Federal death sentences. The poten-
tial impact of this designation on the Federal
court at Terre Haute is currently unknown, but
is likely to be substantial.

Mr. Speaker, H.R. 2413 was introduced in
the U.S. House of Representatives on July 14,
1999. The bill was subsequently referred to
the Committee on Government Reform and
the Committee on Transportation and Infra-
structure for consideration. On September 22,
1999, the Subcommittee on Government Man-
agement, Information and Technology of the
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Committee on Government Reform marked up
H.R. 2513 by a voice vote. On September 29,
1999, a hearing on H.R. 2513 was conducted
by the subcommittee, and testimony was pre-
sented by representatives of the Terre Haute
community, myself, and representatives of the
USPS and GSA. At the hearing, concerns
about H.R. 2513 were raised by GSA officials
and Representative HENRY WAXMAN, ranking
member of the Committee on Government Re-
form.

H.R. 2513 was scheduled to be marked up
by the Committee on Government Reform on
September 30, 1999. However, at my request,
H.R. 2513 was withdrawn form the Commit-
tee’s agenda for that day. Ranking Member
WaAXMAN and | agreed to allow GSA 30 days
to review whether there were realistic alter-
natives for management of the Terre Haute fa-
cility, other than ownership by GSA. Under
this agreement, if GSA failed to move forward
and provide a viable option in the 30-day pe-
riod, then the ranking member agreed to mov-
ing the bill forward in its current form on the
House suspension calendar. To date, GSA
has been unable to provide a viable option,
though it has worked diligently on the project
and has been in regular communication with
my staff, committee staff, and representatives
of various government entities in Terre Haute.

For more than 2 years, my staff and | have
been working with GSA, the USPS, and the
Terre Haute community to resolve this matter.
Though we have made progress, a com-
prehensive solution has not yet been reached,
but this bill helps us advance the negotiations
toward the only viable option yet discovered.
To expedite this matter, Representative DAN
BURTON, chairman of the Committee on Gov-
ernment Reform, with the concurrence of
Ranking Member HENRY WAXMAN, agreed to
waive the committee’s consideration of H.R.
2513. In addition, Representative BUD SHuU-
STER, chairman of the Committee on Transpor-
tation and Infrastructure agreed to forego his
committee’s sequential referral on the bill.

In conclusion, it makes sense to transfer its
property from the USPS to GSA. The General
Services Administration is familiar with building
management and better suited to properly
manage this multitenant facility—a historic
structure architecturally and structurally similar
to facilities managed by GSA in other cities. |
believe that the figures clearly indicate a
strong federal presence, as well as a strong
demand, for space in the Terre Haute facility.
For many reasons, the transfer of the facility
to GSA is a sound transaction which will prove
to be an asset to the Federal Government and
to the citizens of the Terre Haute area. | urge
my colleagues to support H.R. 2513.

Mr. WAXMAN. Mr. Speaker, | will support
this legislation because | entered into an
agreement with the gentleman from Indiana,
Mr. PEASE, and the gentleman from California,
Mr. HORN. Under our understanding, | agreed
to support moving this legislation through the
House if the General Services Administration
did not find a viable alternative for the postal
building in Terre Haute within 30 days. The 30
days are up, and although GSA is continuing
to analyze and investigate the property, it has
not yet found an entity interested in buying or
taking the property.

Nevertheless, although | am supporting
moving this legislation through the House, |
continue to have genuine reservations about
H.R. 2513. | hope Mr. PEASE will work to re-
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solve these issues as this legislation moves
forward.

H.R. 2513 provides that the postal services
building in Terre Haute will be transferred to
GSA. It also provides the U.S. Postal Service
with an option to remain in the building rent-
free for 20 years. In addition, this bill author-
izes $5,000,000 for necessary renovations to
the building and to acquire parking space to
accommodate existing and future offices.

| am not sure that this is the best policy. It
ordinarily does not make sense to force GSA
to own a building it does not want or need.
GSA has explained the many difficulties it will
have in leasing space in the facility. The build-
ing has a 55 percent vacancy rate, and it is
not clear that this rate will increase enough to
cover the costs of the renovations. In addition,
there now appears to be little justification for
allowing the Postal Service to have office
space rent-free for 20 years.

In essence, | fear that this bill could require
GSA to sink millions of dollars into a property
when there is little chance that the Federal
Government will be able to recoup those
costs.

Mr. Speaker, in addition to my concerns
about the substance of this bill, | am also trou-
bled by the inconsistent information that has
circulated regarding this bill.

During a September 29, 1999, sub-
committee hearing on H.R. 2513, which was
held at my insistence, the parties concerned
came to an agreement to postpone a decision
on how to proceed with the Terre Haute Post
Office building for 1 month. During that month,
GSA was to review the potential options for
the building, including a directed sale, and re-
port to us no later than October 29, 1999, re-
garding those options. If GSA did not report in
that timeframe or failed to report a viable alter-
native to H.R. 2513, | agreed to move
H.R. 2513 to the floor under suspension of
the rules.

On October 29, 1999, GSA reported to us
that there was a potential purchaser, the Vigo
County School District. My staff also contacted
the treasurer of the Vigo County School Dis-
trict about their interest. The treasurer indi-
cated that the school district was interested
and that it needed more space. The treasurer
also said that the school district needed an-
other month in which to do a cost-benefit anal-
ysis. It thus appeared that there was a viable
alternative for the property.

Mr. Pease’s staff disputed this point, how-
ever, and by the end of the day the school
district’s interest appears to have evaporated.
Late in the day, my staff received a call from
the superintendent of the Vigo County School
District. With Mr. PEASE’s chief of staff present
in his office, the superintendent indicated that
the school district was not a viable alternative
and that its interest was just lukewarm.

In addition, | have received conflicting infor-
mation regarding the Postal Service's inten-
tions. It was my understanding initially that the
provision in the bill giving the Postal Service
free rent for 20 years was justified because
but-for the free rent, the Postal Service had no
intention of staying downtown. On October 29,
however, we learned that Postal Service had
always intended on keeping a presence in
downtown Terre Haute, just not in the Federal
building in question. As the gentleman from
Texas, Mr. TURNER, has rightly pointed out, it
doesn’t seem necessary to give free rent to
the Postal Service. This is especially true if it
intended on paying rent in another building.
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This point has significant ramifications. The
fact that the Postal Service must receive
space rent-free detracts from the building. In
fact, it may be the reason that GSA has to
date been apparently unable to find a viable
alternative.

Mr. Speaker, | am not going to vote against
this bill. However, | hope that Mr. PEASE and
my colleagues in the Senate will take my com-
ments into consideration as this bill moves
through their Chamber.

Mr. TURNER. Mr. Speaker, | have no
further requests for time, and | yield
back the balance of my time.

Mr. HORN. Mr. Speaker, | yield back
the balance of my time and urge the
adoption of this measure.

The SPEAKER pro tempore (Mr.
SUNUNU). The question is on the mo-
tion offered by the gentleman from
California (Mr. HorN) that the House
suspend the rules and pass the bill,
H.R. 2513.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the bill
was passed.

A motion to reconsider was laid on
the table.

PRESIDENTIAL TRANSITION ACT
AMENDMENTS

Mr. HORN. Mr. Speaker, | move to
suspend the rules and pass the bill
(H.R. 3137) to amend the Presidential
Transaction Act of 1963 to provide for
training of individuals a President-
elect intends to nominate as depart-
ment heads or appoint to key positions
in the Executive Office of the Presi-
dent.

The Clerk read as follows:

H.R. 3137

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. AMENDMENTS TO PRESIDENTIAL
TRANSITION ACT OF 1963.

Section 3(a) of the Presidential Transition
Act of 1963 (3 U.S.C. 102 note) is amended—

(1) in the matter preceding paragraph (1)
by striking ““including—’"’ and inserting ‘“in-
cluding the following:”’;

(2) in each of paragraphs (1) through (6) by
striking the semicolon at the end and insert-
ing a period; and

(3) by adding at the end the following:

“(8)(A) Payment of expenses during the
transition for briefings, workshops, or other
activities to acquaint key prospective Presi-
dential appointees with the types of prob-
lems and challenges that most typically con-
front new political appointees when they
make the transition from campaign and
other prior activities to assuming the re-
sponsibility for governance after inaugura-
tion, including interchange with individuals
who held similar leadership roles in prior ad-
ministrations, agency or department experts
from the Office of Management and Budget
or an Office of Inspector General of an agen-
cy or department, and relevant staff from
the General Accounting Office.

“(B) Activities funded under this para-
graph shall be conducted primarily for indi-
viduals the President-elect intends to nomi-
nate as department heads or appoint to key
positions in the Executive Office of the
President.”.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
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California (Mr. HORN) and the gen-
tleman from Texas (Mr. TURNER) each
will control 20 minutes.

The Chair recognizes the gentleman
from California (Mr. HORN).

GENERAL LEAVE

Mr. HORN. Mr. Speaker, | ask unani-
mous consent that all Members may
have 5 legislative days within which to
revise and extend their remarks on
H.R. 3137.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from California?

There was no objection.

Mr. HORN. Mr. Speaker, | yield my-
self such time as | may consume.

Mr. Speaker, over the years, there
have been many examples of missteps
and outright mistakes, regardless of
party, that have been made by newly
appointed officials in the executive
branch of the Government and the
White House. Sometimes the errors
tumble out in misstatements of ill-ad-
vised recommendations; at other times
they have resulted in ethical lapses by
appointees who were unaware of the re-
quirements of Federal law in their spe-
cific Cabinet position or independent
office.

Many of these mistakes are made by
well-meaning individuals and might
have been avoided if the appointees had
received a timely orientation on the
scope of their new responsibilities and
the environment in which they were
entering. The Presidential Transition
Act Amendment of 1999, which is being
considered today, would help ensure
that these orientations take place
early in a new administration.

The Presidential Transition Act of
1963 was designed to assist both incom-
ing and outgoing administrations
bridge the transition period from the
election, to holding the office and from
leaving the office. The act provides
Federal funding to help incoming
Presidents and Vice Presidents estab-
lish their new administrations, and it
assists departing Presidents and Vice
Presidents in their return to private
life.

In 1976 Congress amended the Presi-
dential Transition Act to increase
transition funding. In 1988 Congress
passed the Presidential Transitions Ef-
fectiveness Act, which again increased
funding and included a provision allow-
ing for annual adjustments for infla-
tion.

H.R. 3137 would amend the Presi-
dential Transition Act to authorize the
use of these transition funds to set up
a formal orientation process for incom-
ing senior appointees of the newly
elected President and Vice President.
Incoming administrations may only
use transition funds from the day after
the elections until 30 days after the in-
auguration. By establishing a formal
orientation process for senior ap-
pointees within that time frame, it is
anticipated that a greater number of
lower level appointees might also re-
ceive orientations early in the new ad-
ministration.
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On October 13, 1999, the Sub-
committee on Government Manage-
ment, Information, and Technology,
which | chair, held a legislative hear-
ing on H.R. 3137, the Presidential Tran-
sition Act Amendment of 1999. The sub-
committee heard from a number of dis-
tinguished witnesses, each of whom
supported this legislation. For exam-
ple, the Honorable Elliott Richardson,
former Attorney General to President
Nixon, holder of at least five cabinet
positions; and the Honorable Lee
White, former Assistant Counsel to
President Kennedy and counsel to
President Johnson, both testified that
a formal orientation process would
have been beneficial to them and their
executive branch colleagues.

Their position was supported by
three other witnesses who have spent
years observing presidential transi-
tions. Mr. Dwight Ink, former acting
director of the Office of Management
and Budget; Mr. Paul Light, director of
the Center for Public Service at The
Brookings Institution; Mr. Norman J.
Ornstein, the resident scholar at the
American Enterprise Institute for Pub-
lic Policy Research.

Additional written testimony was
provided by General Andrew
Goodpastor, when, as a young officer in
the Army, he was appointed by Presi-
dent Eisenhower as Staff Secretary in
the Executive Office of the President;
the Honorable Pendleton James,
former director of Presidential Per-
sonnel to President Reagan; and one of
America’s most distinguished gen-
tleman; the Honorable John Gardner,
who had been Secretary of Health, Edu-
cation and Welfare during the Johnson
administration.

Each of these former White House ap-
pointees, presidential appointees, stat-
ed that establishing a timely orienta-
tion process would ensure a smooth ex-
ecutive branch transition.

On October 26, 1999, the sub-
committee held a business meeting to
mark up H.R. 3137, the Presidential
Transition Act Amendment of 1999. The
subcommittee unanimously approved
by voice vote H.R. 3137, as amended,
and reported the bill to the full Com-
mittee on Government Reform.

On October 28, 1999, the full com-
mittee held a business meeting to
mark up H.R. 3137. The committee
unanimously approved H.R. 3137 by
voice vote and reported the bill to the
full House of Representatives.

This bill is an important step toward
providing well-informed advisers for a
President and Vice President-elect. |
urge my colleagues to support this bi-
partisan measure, which will permit
these appointees to be briefed by mem-
bers of the Executive Office of the
President, by inspectors general, by
long-serving experts in the General Ac-
counting Office, and by members of the
outgoing administration and other ad-
ministrations. | urge my colleagues to
support this bipartisan measure.

The letter from Dr. John W. Gardner
is attached.
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STANFORD UNIVERSITY,
SCHOOL OF EDUCATION,
Stanford, CA, October 18, 1999.

Hon. STEVEN HORN,

Chairman, Subcommittee on Government Man-
agement, Information and Technology,
Washington, DC.

DEAR STEVE: I'm extremely sorry that |
could not accept your invitation to testify
on the Presidential Transition bill. I am very
heavily burdened at this time.

But | want you to know that | strongly
support the legislation. | have closely ob-
served nine presidential transitions, and five
of them involved a really major influx of new
people.

I supported the Presidential Transition
Act of 1963, but it clearly needs the improve-
ment that the new legislation would provide.

Sorry | couldn’t be with you in person.

Sincerely,
JOHN W. GARDNER.

Mr. Speaker, | reserve the balance of
my time.

Mr. TURNER. Mr. Speaker, | yield
myself such time as | may consume.

Mr. Speaker, | rise in strong support
of H.R. 3137 and urge its passage today.
I want to commend the gentleman
from California (Chairman HORN) and
the ranking member, the gentleman
from California (Mr. WAXMAN), for
their efforts and their focus on this
particular issue.

The time between election day of a
new President and the inauguration of
that President is a very short period of
time, and the transition from cam-
paigning for the office and preparing
then to govern in office is oftentimes a
difficult one, and it certainly is a short
one.

This bill is designed to strengthen
the Presidential Transition Act to
amend that law which was originally
passed in 1963 by authorizing the use of
transition funds for the purpose of pro-
viding orientations for individuals that
the President-elect plans to nominate
to top White House positions, including
Cabinet posts.

The bill would likely affect the top
20, 30, or 40 appointments by the White
House; and the bill would give greater
assurance that the orientation process,
which would take place before or short-
ly after the incoming administration
assumes office, actually does occur.

This orientation process provides an
opportunity for a smoother transition
for the new administration and would
eliminate many of the mistakes that
we often observe that occur because of
the transition that many people who
serve in an administration have to
make into public life.

Crafting an explicit provision on the
propriety of spending funds for an ap-
pointee orientation is important for
two reasons. First, the proposed lan-
guage will reassure the transition team
members that such spending is legal,
second, the inclusion of such language
into law will encourage transition
teams to explore further orientation
for political appointees. | believe it is
important to provide these new ap-
pointees with a sense of the new job
they will be undertaking.

Other branches of our government
currently undergo a similar process. |
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remember as an incoming freshman
Member of this House in 1997, along
with other Members of that freshman
class, attending an orientation pro-
gram for new Members of Congress at
the Kennedy School of Government at
Harvard University. | personally found
the program very helpful as |1
transitioned in to serving as a Member
of this body. Even though | had been a
Member of the Texas legislature for 10
years, | recognized very quickly that
Congress is a different place, has a
unique set of characteristics, and a
range of issues that almost all new
Members will be experiencing for the
first time.

Members of Congress are not alone.
In the judicial branch, Federal judges
attend an orientation program put on
by the Federal Judicial Conference. As
the gentleman from California (Mr.
HORN) mentioned, at our hearing on
October 13, our subcommittee heard
from a long list of distinguished wit-
nesses who spoke in favor of this legis-
lation. This bill passed out of our com-
mittee on October 28 with bipartisan
support. It is noncontroversial; and |
have full confidence that if we can pass

this bill, it will help the new incoming
administration be better prepared to
govern.

I urge the House to pass this law, and
I commend again the gentleman from
California (Mr. HORN) and the gen-
tleman from California (Mr. WAXMAN)
for their leadership on this issue.

Mr. Speaker, | yield back the balance
of my time.

Mr. HORN. Mr. Speaker, | urge adop-
tion of this measure, and | yield back
the balance of my time.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from California (Mr.
HORN) that the House suspend the rules
and pass the bill, H.R. 3137.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the bill
was passed.

A motion to reconsider was
the table.

laid on

FEDERAL FINANCIAL ASSISTANCE
MANAGEMENT IMPROVEMENT
ACT OF 1999

Mr. HORN. Mr. Speaker, | move to
suspend the rules and pass the Senate
bill (S. 468) to improve the effective-
ness and performance of Federal finan-
cial assistance programs, simplify Fed-
eral financial assistance application
and reporting requirements, and
improve the delivery of services to the
public, as amended.

The Clerk read as follows:

S. 468

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “Federal Fi-
nancial Assistance Management Improve-
ment Act of 1999”.

SEC. 2. FINDINGS.

Congress finds that—
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(1) there are over 600 different Federal fi-
nancial assistance programs to implement
domestic policy;

(2) while the assistance described in para-
graph (1) has been directed at critical prob-
lems, some Federal administrative require-
ments may be duplicative, burdensome or
conflicting, thus impeding cost-effective de-
livery of services at the local level;

(3) the Nation’s State, local, and tribal
governments and private, nonprofit organi-
zations are dealing with increasingly com-
plex problems which require the delivery and
coordination of many kinds of services; and

(4) streamlining and simplification of Fed-
eral financial assistance administrative pro-
cedures and reporting requirements will im-
prove the delivery of services to the public.
SEC. 3. PURPOSES.

The purposes of this Act are to—

(1) improve the effectiveness and perform-
ance of Federal financial assistance pro-
grams;

(2) simplify Federal financial assistance
application and reporting requirements;

(3) improve the delivery of services to the
public; and

(4) facilitate greater coordination among
those responsible for delivering such serv-
ices.

SEC. 4. DEFINITIONS.

In this Act:

(1) DIRECTOR.—The term ‘‘Director’” means
the Director of the Office of Management
and Budget.

(2) FEDERAL AGENCY.—The term ‘‘Federal
agency’ means any agency as defined under
section 551(1) of title 5, United States Code.

(3) FEDERAL FINANCIAL ASSISTANCE.—The
term ‘“‘Federal financial assistance’ has the
same meaning as defined in section 7501(a)(5)
of title 31, United States Code, under which
Federal financial assistance is provided, di-
rectly or indirectly, to a non-Federal entity.

(4) LocAL GOVERNMENT.—The term *“‘local
government’”” means a political subdivision
of a State that is a unit of general local gov-
ernment (as defined under section 7501(a)(11)
of title 31, United States Code).

(5) NON-FEDERAL ENTITY.—The term ‘‘non-
Federal entity’”” means a State, local govern-
ment, or nonprofit organization.

(6) NONPROFIT ORGANIZATION.—The term
“nonprofit organization’” means any cor-
poration, trust, association, cooperative, or
other organization that—

(A) is operated primarily for scientific,
educational, service, charitable, or similar
purposes in the public interest;

(B) is not organized primarily for profit;
and

(C) uses net proceeds to maintain, improve,
or expand the operations of the organization.

(7) STATE.—The term ‘‘State”” means any
State of the United States, the District of
Columbia, the Commonwealth of Puerto
Rico, the Virgin Islands, Guam, American
Samoa, the Commonwealth of the Northern
Mariana Islands, and the Trust Territory of
the Pacific Islands, and any instrumentality
thereof, any multi-State, regional, or inter-
state entity which has governmental func-
tions, and any Indian Tribal Government.

(8) TRIBAL GOVERNMENT.—The term “‘tribal
government’”” means an Indian tribe, as that
term is defined in section 7501(a)(9) of title
31, United States Code.

(9) UNIFORM ADMINISTRATIVE RULE.—The
term ““‘uniform administrative rule’” means a
Government-wide uniform rule for any gen-
erally applicable requirement established to
achieve national policy objectives that ap-
plies to multiple Federal financial assistance
programs across Federal agencies.

SEC. 5. DUTIES OF FEDERAL AGENCIES.

(a) IN GENERAL.—Except as provided under

subsection (b), not later than 18 months after
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the date of enactment of this Act, each Fed-
eral agency shall develop and implement a
plan that—

(1) streamlines and simplifies the applica-
tion, administrative, and reporting proce-
dures for Federal financial assistance pro-
grams administered by the agency;

(2) demonstrates active participation in
the interagency process under section 6(a)(2);

(3) demonstrates appropriate agency use,
or plans for use, of the common application
and reporting system developed under sec-
tion 6(a)(1);

(4) designates a lead agency official for car-
rying out the responsibilities of the agency
under this Act;

(5) allows applicants to electronically
apply for, and report on the use of, funds
from the Federal financial assistance pro-
gram administered by the agency;

(6) ensures recipients of Federal financial
assistance provide timely, complete, and
high quality information in response to Fed-
eral reporting requirements; and

(7) in cooperation with recipients of Fed-
eral financial assistance, establishes specific
annual goals and objectives to further the
purposes of this Act and measure annual per-
formance in achieving those goals and objec-
tives, which may be done as part of the agen-
cy’s annual planning responsibilities under
the Government Performance and Results
Act of 1993 (Public Law 103-62; 107 Stat. 285).

(b) EXTENSION.—If a Federal agency is un-
able to comply with subsection (a), the Di-
rector may extend for up to 12 months the
period for the agency to develop and imple-
ment a plan in accordance with subsection
(a).

(c) COMMENT AND CONSULTATION ON AGENCY
PLANS.—

(1) CoMmmENT.—Each agency shall publish
the plan developed under subsection (a) in
the Federal Register and shall receive public
comment of the plan through the Federal
Register and other means (including elec-
tronic means). To the maximum extent prac-
ticable, each Federal agency shall hold pub-
lic forums on the plan.

(2) CONSULTATION.—The lead official des-
ignated under subsection (a)(4) shall consult
with representatives of non-Federal entities
during development and implementation of
the plan. Consultation with representatives
of State, local, and tribal governments shall
be in accordance with section 204 of the Un-
funded Mandates Reform Act of 1995 (2 U.S.C.
1534).

(d) SuBMISSION OF PLAN.—Each Federal
agency shall submit the plan developed
under subsection (a) to the Director and Con-
gress and report annually thereafter on the
implementation of the plan and performance
of the agency in meeting the goals and objec-
tives specified under subsection (a)(7). Such
report may be included as part of any of the
general management reports required under
law.

SEC. 6. DUTIES OF THE DIRECTOR.

(a) IN GENERAL.—The Director, in consulta-
tion with agency heads and representatives
of non-Federal entities, shall direct, coordi-
nate, and assist Federal agencies in
establishing—

(1) a common application and reporting
system, including—

(A) a common application or set of com-
mon applications, wherein a non-Federal en-
tity can apply for Federal financial assist-
ance from multiple Federal financial assist-
ance programs that serve similar purposes
and are administered by different Federal
agencies;

(B) a common system, including electronic
processes, wherein a non-Federal entity can
apply for, manage, and report on the use of
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funding from multiple Federal financial as-
sistance programs that serve similar pur-
poses and are administered by different Fed-
eral agencies; and

(C) uniform administrative rules for Fed-
eral financial assistance programs across dif-
ferent Federal agencies; and

(2) an interagency process for addressing—

(A) ways to streamline and simplify Fed-
eral financial assistance administrative pro-
cedures and reporting requirements for non-
Federal entities;

(B) improved interagency and intergovern-
mental coordination of information collec-
tion and sharing of data pertaining to Fed-
eral financial assistance programs, including
appropriate information sharing consistent
with section 552a of title 5, United States
Code; and

(C) improvements in the timeliness, com-
pleteness, and quality of information re-
ceived by Federal agencies from recipients of
Federal financial assistance.

(b) LEAD AGENCY AND WORKING GROUPS.—
The Director may designate a lead agency to
assist the Director in carrying out the re-
sponsibilities under this section. The Direc-
tor may use interagency working groups to
assist in carrying out such responsibilities.

(c) REVIEW OF PLANS AND REPORTS.—Upon
the request of the Director, agencies shall
submit to the Director, for the Director’s re-
view, information and other reporting re-
garding agency implementation of this Act.

(d) EXEMPTIONS.—The Director may ex-
empt any Federal agency or Federal finan-
cial assistance program from the require-
ments of this Act if the Director determines
that the Federal agency does not have a sig-
nificant number of Federal financial assist-
ance programs. The Director shall maintain
a list of exempted agencies which shall be
available to the public through the Office of
Management and Budget’s Internet site.

(e) REPORT ON RECOMMENDED CHANGES IN
LAw.—Not later than 18 months after the
date of the enactment of this Act, the Direc-
tor shall submit to Congress a report con-
taining recommendations for changes in law
to improve the effectiveness, performance,
and coordination of Federal financial assist-
ance programs.

(f) DEADLINE.—AII actions required under
this section shall be carried out not later
than 18 months after the date of enactment
of this Act.

SEC. 7. EVALUATION.

(@) IN GENERAL.—The General Accounting
Office shall evaluate the effectiveness of this
Act. Not later than 6 years after the date of
enactment of this Act, the evaluation shall
be submitted to the lead agency, the Direc-
tor, and Congress. The evaluation shall be
performed with input from State, local, and
tribal governments, and nonprofit organiza-
tions.

(b) CONTENTS.—The evaluation under sub-
section (a) shall—

(1) assess the effectiveness of this Act in
meeting the purposes of this Act and make
specific recommendations to further the im-
plementation of this Act;

(2) evaluate actual performance of each
agency in achieving the goals and objectives
stated in agency plans; and

(3) assess the level of coordination among
the Director, Federal agencies, State, local,
and tribal governments, and nonprofit orga-
nizations in implementing this Act.

SEC. 8. COLLECTION OF INFORMATION.

Nothing in this Act shall be construed to
prevent the Director or any Federal agency
from gathering, or to exempt any recipient
of Federal financial assistance from pro-
viding, information that is required for re-
view of the financial integrity or quality of
services of an activity assisted by a Federal
financial assistance program.
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SEC. 9. JUDICIAL REVIEW.
There shall be no judicial review of compli-
ance or noncompliance with any of the provi-
sions of this Act. No provision of this Act
shall be construed to create any right or ben-
efit, substantive or procedural, enforceable
by any administrative or judicial action.
SEC. 10. STATUTORY REQUIREMENTS.

Nothing in this Act shall be construed as a
means to deviate from the statutory require-
ments relating to applicable Federal finan-
cial assistance programs.

SEC. 11. EFFECTIVE DATE AND SUNSET.

This Act shall take effect on the date of
enactment of this Act and shall cease to be
effective 8 years after such date of enact-
ment.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
California (Mr. HORN) and the gen-
tleman from Texas (Mr. TURNER) each
will control 20 minutes.

The Chair recognizes the gentleman
from California (Mr. HORN).

Mr. HORN. Mr. Speaker, | yield my-
self such time as | may consume.

Mr. Speaker, before yielding to my
distinguished colleague, the gentleman
from Ohio (Mr. PORTMAN), to explain
this legislation, | simply wanted my
colleagues in the House to know that
this bill is nearly identical to H.R. 409,
which was unanimously approved by
the House on February 24, 1999.

In essence, this legislation requires
Federal agencies to coordinate and
streamline the process by which appli-
cants apply for grants and other assist-
ance programs, particularly where
similar programs are administered by
the different Federal agencies.

I believe the Office of Management
and Budget currently has the authority
to streamline the grant application
process, and it should do so. Since it
has failed to act, however, | believe
this mandate is necessary.

Mr. Speaker, | yield such time as he
may consume to the gentleman from
Ohio (Mr. PORTMAN), the author of this
legislation, for a full explanation of the
bill.

Mr. PORTMAN. Mr. Speaker, | thank
the gentleman for yielding me time.

Mr. Speaker, | rise today in strong
support of the legislation before us, the
Federal Financial Assistance Manage-
ment Improvement Act of 1999. | was
pleased to be the lead House sponsor of
this legislation, along with my friend
and colleague, the gentleman from
Maryland (Mr. HOYER).

I would like to especially thank the
subcommittee chairman, the gen-
tleman from California (Mr. HORN), for
helping us get to this point. Even
sometimes the best legislation gets
tied up iIn maneuvers between the
House and Senate and in committee,
and the gentleman from California (Mr.
HORN) has been very helpful to getting
us to this point.

I would like to thank the gentleman
from New Hampshire (Mr. SUNUNU) and
others on the subcommittee for their
strong support of this legislation. |
would also like to recognize my friend
and colleague from  Ohio, Mr.
VOINOVICH, the new Senator from Ohio,
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who offered the Senate version of this
legislation and who has worked closely
with us to get this good government
legislation to the floor of the House
and Senate and to get it done this year.

O 1300

Mr. Speaker, while the Senate has
made some minor amendments, as the
gentleman from California (Chairman
HORN) has said, this bill is essentially
the same legislation that passed the
House overwhelmingly earlier this
year, H.R. 409. The original Senate bill
that we looked at had a 36-month im-
plementation timetable. | am pleased
to say in the last few weeks we have
been successful at preserving the House
language that requires implementation
within a short period of time, 18
months.

Every Member of Congress | believe
has heard, as | have, from our non-
profit community, from our State and
local governments, about the frustra-
tion of the process of applying for Fed-
eral grants and keeping up with the re-
porting requirements that follow. That
is what this legislation is intended to
address.

Right now there are over 600 separate
Federal programs that provide finan-
cial assistance to State and local gov-
ernments, tribal governments, and
nonprofits. Of those 600 programs,
many serve similar purposes but are
administered by different agencies.

For example, taxpayers spend about
$20 billion a year on 163 job training
programs in 15 different Federal agen-
cies. Eleven agencies administer over
90 early childhood programs. Each of
these programs has its own unique set
of applications, reporting require-
ments, and other red tape. Too often
the grant application process is unnec-
essarily time-consuming and costly.

As a result, what do organizations
do? Many pay professional grantwriters
to do the work for them, which re-
duces, of course, the resources avail-
able to address critical problems being
targeted. Others who do not have the
resources to hire a professional
grantwriter take the time and energy
to do it themselves, taking time away,
of course, from their intended mission.

Small but successful nonprofits in
greater Cincinnati, the area | rep-
resent, for example, that are struggling
to help welfare families make the tran-
sition to work or helping to keep Kids
off drugs should not be having their
time, efforts, and resources diverted
away from the hard work of their mis-
sion toward bureaucratic requirements
and the applications that are really un-
necessary.

| have talked to a lot of groups that
are successful in obtaining a Federal
grant. | think other Members have the
same experience. Those same groups
wonder whether it was worth the effort
because of the reporting and adminis-
trative burdens that are laid on them.

Recently | have fielded concerns
from around the country about imple-
mentation of the Drug-Free Commu-
nities Act, legislation | cosponsored, |
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sponsored here and was enacted in the
last Congress. We felt in Congress we
gave pretty simple and clear criteria to
the agencies. Yet, the initial applica-
tion process was neither simple nor
clear. It was lengthy, complicated, bur-
densome, costly. As a result, resources
were wasted, and this important pro-
gram was not as successful as it could
have been to the very coalitions, the
small coalitions that needed it most.

Congress is not above criticism for
the way in which we write legislation
and report language, but when we give
discretion to the agencies, too often
that discretion is used to create unnec-
essary bureaucratic hurdles.

The bill before us this afternoon ad-
dresses this problem by requiring Fed-
eral agencies with oversight from the
Office of Management and Budget to
develop plans within 18 months that
streamline application, administrative,
and reporting requirements; have a
uniform application for related pro-
grams, ending duplications; dem-
onstrate interagency coordination to
simplify reporting requirements for
overlapping programs, and finally, a re-
quirement that the electronic funding
and filing be used by the agencies.

The electronic filing and electronic
funding is a very important part of this
bill that is often overlooked but will
allow organizations to apply for and re-
port on the use of funds electronically.
Using the Internet as a substitute for
cumbersome paperwork is a very wel-
come innovation in the way the Fed-
eral government works. We need to
bring technology into the Federal gov-
ernment and allow people to do the
same with the Federal government
that can now be done with the private
sector.

The bill also requires OMB to set an-
nual goals to further the purposes of
the Act and to expand electronic fil-
ings. Agencies are required under this
legislation to work closely with State
and local governments and the non-
profit community in setting new per-
formance measures that are in the leg-
islation to achieve the bill’s goals.

The bill sunsets in 5 years following
a review by the National Academy of
Public Administration. It is important
to point out that by simplifying this
grants process, we are not just helping
grant applicants, they will be able to
access the Federal government using
fewer resources, but we are also reduc-
ing the workload for the Federal agen-
cies, which in the end will lead to fewer
costs to the taxpayer.

This effort we believe is totally con-
sistent with and in fact builds on other
efforts that the gentleman from Cali-
fornia (Chairman HoORN), the gentleman
from Maryland (Mr. HOYER), and others
of us have been about, such as the Un-
funded Mandates Reform Act, as well
as efforts to improve Federal perform-
ance overall, such as the Government
Performance and Results Act, or
GPRA.

The bill is a priority and has been en-
dorsed by all the major State and local
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organizations, such as the National
Governors Association, the National
Conference of State Legislatures, the
National Association of Counties, and
the National League of Cities. It is also
supported by nonprofit organizations
out there, OMB Watch and others. It is
a good government measure. It will
make it easier for Americans to inter-
act with their Federal Government.
Importantly, once it is implemented, it
will result in efficiencies and cost sav-
ings for both grant applicants and the
Federal agencies.

The bottom line is we need to let
State and local government, charities,
nonprofits around the country, focus
on their mission. Too often they are
forced to spend time navigating the
maze of the Federal bureaucracy, rath-
er than doing what they were intended
to do, feed the homeless, find jobs for
displaced workers, get people off drugs.

Thanks in part to modern tech-
nology, we now have the capacity to
free people from those burdens. We
should take advantage of that oppor-
tunity. That is what this legislation is
all about.

Mr. Speaker, | thank the gentleman
from Texas (Mr. TURNER), and, again, |
thank my colleague, the gentleman
from Maryland (Mr. HOYER), who is
now here, for his work on this, helping
me in a bipartisan way to get this to
the floor.

I urge all of my colleagues to support
this strong effort to make the govern-
ment work better for all of our
constituents.

Mr. TURNER. Mr. Speaker, | yield
myself such time as | may consume.

Mr. Speaker, | rise in strong support
of this bill and urge its adoption. I
want to recognize the hard work and
vision and leadership provided by the
gentleman from Ohio (Mr. PORTMAN)
and the gentleman from Maryland (Mr.
HOYER). These two Members, working
together, were the driving force behind
the adoption of this bipartisan piece of
legislation.

It is no secret that State, Federal,
local, and tribal governments, as well
as nonprofit organizations, are very
frustrated with the miles of red tape
and regulations that they encounter
when they have to apply for a Federal
grant. The current system clearly is
not user-friendly.

In fact, the Federal government has
spawned a cottage industry of people
known as Federal grantsmen or Fed-
eral grants specialists who hire out to
our local governments and our State
governments just to fill out the paper-
work to apply for a Federal grant.

This legislation, which is similar to
House Resolution 409, which was unani-
mously approval by this House on Feb-
ruary 24, is designed to streamline and
consolidate the grant application proc-
ess.

There are more than 600 Federal pro-
grams that provide financial assistance
to State, local, and tribal governments
and nonprofits. These funds and the or-
ganizations that use them provide vital
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services to the American public. Count-
less Americans rely on the Federal as-
sistance that comes from Federal loans
for education, job training funds, child-
hood programs, welfare benefits, med-
ical care, and | could go on.

As we all know, unwieldy administra-
tive barriers can reduce the effective-
ness of Federal financial assistance and
the services it provides. Similar pro-
grams can be administered by numer-
ous different agencies, and administra-
tive requirements can be complicated
and repetitive. As a result, federally-
funded programs are often forced to use
time, effort, and money on paperwork,
rather than applying those funds to
providing the vital services that the
public needs.

As a former mayor of my hometown
and as a former member of my State
legislature, and as a former executive
assistant to a former Governor of
Texas, | sympathize with the frustra-
tion that people at the local and State
level are experiencing when they are
forced to handle burdensome Federal
regulations for Federal loan applica-
tions and Federal grant applications.

This bill would help solve that prob-
lem. It would streamline the applica-
tion process, streamline the reporting
process, promote the establishment of
consistent procedures for financial as-
sistance programs, and encourage the
use of electronic application and re-
porting processes. It also will assure
that the Federal government will re-
ceive timely and accurate reporting
from the grantee.

With the increasing use of block
grants to the States, we should require
greater accountability from grant re-
cipients.

It is my understanding that the Sen-
ate has agreed to the changes that we
have made in this bill, and will quickly
move to pass the legislation. | think we
can all agree that this is a significant
piece of legislation, and again, I com-
mend the gentleman from Ohio (Mr.
PORTMAN) and the gentleman from
Maryland (Mr. HoYER) for their efforts
on this bill.

Mr. Speaker, | reserve the balance of
my time.

Mr. HORN. Mr. Speaker, | yield my-
self such time as | may consume.

Mr. Speaker, | simply want to thank
the minority for its help at both the
subcommittee level and the full com-
mittee level, and | am delighted to see
one of the major Democratic leaders
come and help support this legislation.

Mr. Speaker, | reserve the balance of
my time.

Mr. TURNER. Mr. Speaker, | yield
such time as he may consume to the
gentleman from Maryland (Mr. HOYER),
who, as | mentioned a moment ago, is
cosponsor of this bill and has worked
tirelessly with the gentleman from
Ohio (Mr. PORTMAN) to ensure its pas-
sage.

Mr. HOYER. Mr. Speaker, | thank
my friend, the gentleman from Texas,
for yielding time to me, and | thank
the gentleman from California (Mr.
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HoORN) for his comments. | thank both
of them for their leadership in facili-
tating the movement of this bill to the
floor today.

At the outset, | want to say what a
privilege and pleasure it is to work
with the gentleman from Ohio (Mr.
PORTMAN), who is one of our finest
Members, and who is one of our Mem-
bers most focused on legislative accom-
plishments.

Too often we spend time trying to
make political points, and | am in-
volved in that and others are involved
in that as well. But the gentleman
from Ohio (Mr. PORTMAN) has been
throughout his career focused on sub-
stantive accomplishment, and it is a
real privilege and pleasure to work
with the gentleman. | thank him for
his leadership on this effort.

Mr. Speaker, over the years Con-
gress, as has been pointed out, has cre-
ated hundreds of programs, 600-plus, of
categorical programs to help commu-
nities and families deal with various
different issues. We did so because we
wanted to make sure that the quality
of life of our constituents was as good
as it possibly could be.

Each of the programs was created,
however, with its own nuanced rules
and regulations. In some areas local
needs do not fit specifically into the
designations that are included in the
programs. In other areas, there is over-
lapping and the programs duplicate
each other.

For many years as a member of the
Subcommittee on Labor, Health and
Human Services, and Education, | have
talked to the secretaries of those three
departments about coordinating their
programs so that, whether it is a child
or a worker or family, that that family
could more easily access the services
available across departmental lines.

This bill deals specifically with mak-
ing sure that grant applicants have an
easier time and a more efficient time
and a less expensive time in accessing
dollars that we want to get as simply
and directly as possible to the recipi-
ents that are intended to be the bene-
ficiaries of the programs we adopt.

Right now caseworkers spend far too
much time dealing with red tape and
paperwork. The Federal government
has created hundreds of different taps
through which assistance flows. Com-
munities, programs, and families must
run from tap to tap in many instances
with a bucket to help the people that
we want to help so well.

One of the analogies | have made is
that it is a shame at the Federal level
we do not say we want to help child A
or family B, and we have a lot of dif-
ferent programs to do that from a lot
of different departments, whether it is
housing, whether it is nutritional pro-
grams out of agriculture, whether it is
job programs out of the Department of
Labor, education programs out of the
Department of Education, Head Start
out of HHS, a myriad number of pro-
grams, it is a shame that we do not
really have a big funnel up here with a
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spout, and child Mary or family A or B
would get the programs coordinated for
them by us, that we created. This bill
goes some way towards doing that.

I want to again congratulate the gen-
tleman from Ohio (Mr. PORTMAN) for
his leadership on this. It requires the
Office of Management and Budget to
work with other Federal agencies to es-
tablish a uniform application for finan-
cial assistance for multiple programs
across multiple Federal agencies.

That seems to make a lot of sense, as
the gentleman from Texas (Mr. TURN-
ER) has said, but it really has not hap-
pened too often. Each agency has had
its own perspective on one little ques-
tion that it had to have answered so
that it would approve the application,
where the other agency did not need
the answer to that question, it needed
an answer to another question.

Mr. Speaker, it is all the same tax
dollars appropriated by and authorized
by the same Congress, and what this
legislation says is, come on, fellows, let
us get our act together and let us have
the locals tell us what we need to know
in a uniform way, rely on that, and get
that grant money out to them without
them wasting dollars on administrative
procedures.

Some people denigrate bureaucrats. |
do not do that, | represent a lot of
them. But that does not mean | want
to see a proliferation of bureaucracy
that money for children and families
goes to, simply trying to get through
the system. It is critically important
not to have to deal with all kinds of
different forms when basically the in-
formation we are seeking is the same.

Secondly, this bill will simplify re-
porting requirements and administra-
tive procedures, and again facilitate,
not impede, dollars getting to people
that we at the Federal level, our State
colleagues and local colleagues, all
want to assist.

Thirdly, Mr. Speaker, it will develop
electronic methods. My friend, the gen-
tleman from Ohio, spoke about that.
This is a critically important aspect of
this legislation. | was pleased to ensure
that we got this online, so to speak, as
quickly as possible. It will help develop
electronic methods for applying for and
reporting of Federal financial assist-
ance funds. | think, as | have said, that
this is critically important. In my
opinion, the Federal Government’s re-
sponsibility will be facilitated by this
act.

I agree with the gentleman from
Texas, and | know the gentleman from
Ohio (Mr. PORTMAN) does as well, we
are not saying that we do not want full
accountability. We have a responsi-
bility to the taxpayers when we au-
thorize and appropriate this money
that the money will be spent in a man-
ner that is effective and accomplishes
the result for which it is planned.

On the other hand, we want to facili-
tate, not impede, the application of
those dollars, while at the same time
requiring accountability.

H11239

0 1315

| believe that S. 468 and the House
bill that we are now considering will
add a much-needed focus on the coordi-
nation of program requirements, both
within and across Federal departments.

Mr. Speaker, in closing, 1 want to
mention what | mention a lot of times
on this floor, unfortunately, the Amer-
ican public that watches C-SPAN sees
too often us fighting with one another,
and they do so because really what gets
on this floor most of the time is the
disagreements that we have, because
the agreements that we have are done
in a much briefer time frame and do
not get the focus that the disagree-
ments get.

Here is a perfect example of a bipar-
tisan piece of legislation worked on by
the majority party and its leadership
and the gentleman from California (Mr.
HORN), the minority party and our
leadership, the gentleman from Texas
(Mr. TURNER), resulting in a bill put to-
gether by the gentleman from Ohio
(Mr. PORTMAN), with my help, but he
has been the leader on this, he really
took up where Senator Glenn left off
when Senator Glenn left. That is, |
think, going to make a very signifi-
cant, perhaps not front page news but
nevertheless significant step forward
for facilitating the application of Fed-
eral funds in an efficient and effective
manner to make the lives of our con-
stituents better.

I thank the gentleman from Ohio
(Mr. PorTMAN) for his leadership and
work on this issue. As | said, it has
been a pleasure working with him, and
I thank the gentleman from California
(Mr. HORN) and the gentleman from
Texas (Mr. TURNER).

Mr. HORN. Mr. Speaker, | yield my-
self such time as | may consume.

(Mr. HORN asked and was given per-
mission to revise and extend his re-
marks.)

Mr. HORN. Mr. Speaker, this legisla-
tion has been very eloquently pursued
by the minority and the majority and I
would ask that S. 468 be adopted by
this body. We did it before. Let us do it
again. It is the right thing to do.

COMMITTEE ON TRANSPORTATION
AND INFRASTRUCTURE,
Washington, DC, October 26, 1999.
Hon. DAN BURTON,
Chairman, Committee on Government Reform,
Rayburn House Office Building, Washington,
DC.

DEAR MR. CHAIRMAN: | am writing to you
concerning the jurisdictional interest of the
Transportation and Infrastructure Com-
mittee in H.R. 2513, a bill to direct the Ad-
ministrator of General Services to acquire a
building in Terre Haute, Indiana.

Our Committee recognizes the importance
of H.R. 2513 and the need for the legislation
to move expeditiously. Therefore, while we
have a valid claim to jurisdiction over cer-
tain provisions of the bill, I do not intend to
request a sequential referral. This, of course,
is conditional on our mutual understanding
that nothing in this legislation or my deci-
sion to forego a sequential referral waives,
reduces or otherwise affects the jurisdiction
of the Transportation and Infrastructure
Committee.
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With warm personal regards, | remain.
Sincerely,
BUD SHUSTER,
Chairman.
COMMITTEE ON GOVERNMENT REFORM,
Washington, DC, November 1, 1999.

Hon. BUD SHUSTER,

Chairman, Committee on Transportation and
Infrastructure, Rayburn House Office
Building, Washington, DC.

DEAR MR. CHAIRMAN: Thank you for your
letter of October 26, 1999 regarding H.R. 2513
a bill directing the Administrator of General
Services to acquire a building located in
Terre Haute, Indiana.

I agree that the Committee on Transpor-
tation and Infrastructure has valid jurisdic-
tional claims to certain provisions in this
legislation, and I am most appreciative of
your decision not to request such a referral
in the interest of expediting consideration of
the bill. |1 agree that by foregoing a sequen-
tial referral, the Committee on Transpor-
tation and Infrastructure is not waiving its
jurisdiction. Further, as you requested, this
exchange of letters will be included in the
record during floor consideration of this bill.

Thank you for your cooperation in this
matter.

Sincerely,
DAN BURTON,
Chairman.
COMMITTEE ON GOVERNMENT REFORM,
Washington, DC, October 29, 1999.

Hon. J. DENNIS HASTERT,

Speaker, Washington, DC.

DEAR MR. SPEAKER: In the interest of expe-
diting floor consideration of H.R. 2513, a bill
to direct the Administrator of the General
Services to acquire a building located in
Terre Haute, Indiana, and for other purposes,
the Committee on Government Reform does
not intend to exercise its jurisdiction over
this bill.

Originally, the bill was scheduled to be
marked up by the committee on September
30th. Congressman Horn and Congressman
Waxman, however, agreed to give GSA an-
other thirty days before passing H.R. 2513.
After thirty days, both resolved that the bill
could be considered on the House floor.

As you know, House Rule X, Establishment
and Jurisdiction of Standing Committees,
grants the Government Reform Committee
with jurisdiction over ‘‘government manage-
ment and accounting measures, generally.”
Our decision not to exercise the Committee’s
jurisdiction over this measure is not in-
tended or designed to waive or limit our ju-
risdiction over any future consideration of
related matters.

Thank you for your assistance, and | look
forward to working with you throughout the
106th Congress.

Sincerely,
DAN BURTON,
Chairman.

Mr. Speaker, having no further re-
quests for time, | yield back the bal-
ance of my time.

Mr. TURNER. Mr. Speaker, | too
would urge adoption of this very good
bipartisan piece of legislation, and I
yield back the balance of my time.

The SPEAKER pro tempore (Mr.
SUNUNU). The question is on the mo-
tion offered by the gentleman from
California (Mr. HorN) that the House
suspend the rules and pass the Senate
bill, S. 468, as amended.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the Sen-
ate bill, as amended, was passed.
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A motion to reconsider was laid on
the table.

DECEPTIVE MAIL PREVENTION
AND ENFORCEMENT ACT

Mr. MCHUGH. Mr. Speaker, | move to
suspend the rules and pass the bill
(H.R. 170) to require certain notices in
any mailing using a game of chance for
the promotion of a product or service,
and for other purposes, as amended.

The Clerk read as follows:

H.R. 170

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Deceptive
Mail Prevention and Enforcement Act’.

SEC. 2. RESTRICTIONS ON MAILINGS USING MIS-
LEADING REFERENCES TO THE
UNITED STATES GOVERNMENT.

Section 3001 of title 39, United States Code,
is amended—

(1) in subsection (h)—

(A) in the first sentence by striking ‘“‘con-
tains a seal, insignia, trade or brand name,
or any other term or symbol that reasonably
could be interpreted or construed as imply-
ing any Federal Government connection, ap-
proval or endorsement’” and inserting the
following: “which reasonably could be inter-
preted or construed as implying any Federal
Government connection, approval, or en-
dorsement through the use of a seal, insig-
nia, reference to the Postmaster General, ci-
tation to a Federal statute, name of a Fed-
eral agency, department, commission, or
program, trade or brand name, or any other
term or symbol; or contains any reference to
the Postmaster General or a citation to a
Federal statute that misrepresents either
the identity of the mailer or the protection
or status afforded such matter by the Fed-
eral Government’’; and

(B) in paragraph (2)—

(i) in subparagraph (A) by striking ‘“‘and”
at the end;

(ii) in subparagraph (B) by striking “‘or’” at
the end and inserting “‘and’’; and

(iii) by inserting after subparagraph (B)
the following:

““(C) such matter does not contain a false
representation stating or implying that Fed-
eral Government benefits or services will be
affected by any purchase or nonpurchase;
or’’;

(2) in subsection (i) in the first sentence—

(A) in the first sentence by striking ‘‘con-
tains a seal, insignia, trade or brand name,
or any other term or symbol that reasonably
could be interpreted or construed as imply-
ing any Federal Government connection, ap-
proval or endorsement’” and inserting the
following: ““‘which reasonably could be inter-
preted or construed as implying any Federal
Government connection, approval, or en-
dorsement through the use of a seal, insig-
nia, reference to the Postmaster General, ci-
tation to a Federal statute, name of a Fed-
eral agency, department, commission, or
program, trade or brand name, or any other
term or symbol; or contains any reference to
the Postmaster General or a citation to a
Federal statute that misrepresents either
the identity of the mailer or the protection
or status afforded such matter by the Fed-
eral Government’’; and

(B) in paragraph (2)—

(i) in subparagraph (A) by striking “and”’
at the end;

(ii) in subparagraph (B) by striking ‘“‘or’” at
the end and inserting ‘“‘and’’; and

(iif) by inserting after subparagraph (B)
the following:

November 2, 1999

““(C) such matter does not contain a false
representation stating or implying that Fed-
eral Government benefits or services will be
affected by any contribution or noncontribu-
tion; or’’;

(3) by redesignating subsections (j) and (k)
as subsections (m) and (n), respectively; and

(4) by inserting after subsection (i) the fol-
lowing:

“()1) Any matter otherwise legally ac-
ceptable in the mails which is described in
paragraph (2) is nonmailable matter, shall
not be carried or delivered by mail, and shall
be disposed of as the Postal Service directs.

““(2) Matter described in this paragraph is
any matter that—

““(A) constitutes a solicitation for the pur-
chase of or payment for any product or serv-
ice that—

“(i) is provided by the Federal Govern-
ment; and

“(ii) may be obtained without cost from
the Federal Government; and

‘“(B) does not contain a clear and con-
spicuous statement giving notice of the in-
formation set forth in clauses (i) and (ii) of
subparagraph (A).”.

SEC. 3. RESTRICTIONS ON SWEEPSTAKES AND
DECEPTIVE MAILINGS.

Section 3001 of title 39, United States Code,
is amended by inserting after subsection (j)
(as added by section 2(4) of this Act) the fol-
lowing:

“(K)(1) In this subsection—

“(A) the term ‘clearly and conspicuously
displayed’ means presented in a manner that
is readily noticeable, readable, and under-
standable to the group to whom the applica-
ble matter is disseminated;

“(B) the term ‘facsimile check’ means any
matter that—

“(i) is designed to resemble a check or
other negotiable instrument; but

“(ii) is not negotiable;

“(C) the term ‘skill contest’ means a puz-
zle, game, competition, or other contest in
which—

‘(i) a prize is awarded or offered;

“(ii) the outcome depends predominately
on the skill of the contestant; and

“(iii) a purchase, payment, or donation is
required or implied to be required to enter
the contest; and

“(D) the term ‘sweepstakes’ means a game
of chance for which no consideration is re-
quired to enter.

““(2) Except as provided in paragraph (4),
any matter otherwise legally acceptable in
the mails which is described in paragraph (3)
is nonmailable matter, shall not be carried
or delivered by mail, and shall be disposed of
as the Postal Service directs.

““(3) Matter described in this paragraph is
any matter that—

“(A)(1) includes entry materials for a
sweepstakes or a promotion that purports to
be a sweepstakes; and

“(iif)(l) does not contain a statement that
discloses in the mailing, in the rules, and on
the order or entry form, that no purchase is
necessary to enter such sweepstakes;

“(11) does not contain a statement that dis-
closes in the mailing, in the rules, and on the
order or entry form, that a purchase will not
improve an individual’s chances of winning
with such entry;

“(111) does not state all terms and condi-
tions of the sweepstakes promotion, includ-
ing the rules and entry procedures for the
sweepstakes;

“(1V) does not disclose the sponsor or mail-
er of such matter and the principal place of
business or an address at which the sponsor
or mailer may be contacted;

“(V) does not contain sweepstakes rules
that state—

‘“‘(aa) the estimated odds of winning each
prize;
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“(bb) the quantity, estimated retail value,
and nature of each prize; and

““(cc) the schedule of any payments made
over time;

“(VI1) represents that individuals not pur-
chasing products or services may be disquali-
fied from receiving future sweepstakes mail-
ings;

“(VI) requires that a sweepstakes entry be
accompanied by an order or payment for a
product or service previously ordered;

“(VIHI) represents that an individual is a
winner of a prize unless that individual has
won such prize; or

“(IX) contains a representation that con-
tradicts, or is inconsistent with sweepstakes
rules or any other disclosure required to be
made under this subsection, including any
statement qualifying, limiting, or explaining
the rules or disclosures in a manner incon-
sistent with such rules or disclosures;

“(B)(i) includes entry materials for a skill
contest or a promotion that purports to be a
skill contest; and

“(ii)(1) does not state all terms and condi-
tions of the skill contest, including the rules
and entry procedures for the skill contest;

“(I1) does not disclose the sponsor or mail-
er of the skill contest and the principal place
of business or an address at which the spon-
sor or mailer may be contacted; or

“(111) does not contain skill contest rules
that state, as applicable—

““(aa) the number of rounds or levels of the
contest and the cost to enter each round or
level;

““(bb) that subsequent rounds or levels will
be more difficult to solve;

“‘(cc) the maximum cost to enter all rounds
or levels;

““(dd) the estimated number or percentage
of entrants who may correctly solve the skill
contest or the approximate number or per-
centage of entrants correctly solving the
past 3 skill contests conducted by the spon-
sor;

““(ee) the identity or description of the
qualifications of the judges if the contest is
judged by other than the sponsor;

““(ff) the method used in judging;

““(gg) the date by which the winner or win-
ners will be determined and the date or proc-
ess by which prizes will be awarded;

““(hh) the quantity, estimated retail value,
and nature of each prize; and

“(ii) the schedule of any payments made
over time; or

““(C) includes any facsimile check that does
not contain a statement on the check itself
that such check is not a negotiable instru-
ment and has no cash value.

““(4) Matter that appears in a magazine,
newspaper, or other periodical shall be ex-
empt from paragraph (2) if such matter—

“(A) is not directed to a named individual;
or

“(B) does not include an opportunity to
make a payment or order a product or serv-
ice.

“(5) Any statement, notice, or disclaimer
required under paragraph (3) shall be clearly
and conspicuously displayed. Any statement,
notice, or disclaimer required under sub-
clause (1) or (I1) of paragraph (3)(A)(ii) shall
be displayed more conspicuously than would
otherwise be required under the preceding
sentence.

“(6) In the enforcement of paragraph (3),
the Postal Service shall consider all of the
materials included in the mailing and the
material and language on and Vvisible
through the envelope or outside cover or
wrapper in which those materials are mailed.

“(N(@) Any person who uses the mails for
any matter to which subsection (h), (i), (j),
or (k) applies shall adopt reasonable prac-
tices and procedures to prevent the mailing
of such matter to any person who, personally
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or through a conservator, guardian, or indi-
vidual with power of attorney—

“(A) submits to the mailer of such matter
a written request that such matter should
not be mailed to such person; or

“(B)(i) submits such a written request to
the attorney general of the appropriate
State (or any State government officer who
transmits the request to that attorney gen-
eral); and

‘“(ii) that attorney general transmits such
request to the mailer.

““(2) Any person who mails matter to which
subsection (h), (i), (), or (k) applies shall
maintain or cause to be maintained a record
of all requests made under paragraph (1). The
records shall be maintained in a form to per-
mit the suppression of an applicable name at
the applicable address for a 5-year period be-
ginning on the date the written request
under paragraph (1) is submitted to the mail-
er.”.

SEC. 4. POSTAL SERVICE ORDERS TO PROHIBIT
DECEPTIVE MAILINGS.

Section 3005(a) of title 39, United States
Code, is amended—

(1) by striking “‘or’” after ‘“(h),” each place
it appears; and

(2) by inserting *“, (j), or (k)” after “‘(i)”’
each place it appears.

SEC. 5. TEMPORARY RESTRAINING ORDER FOR
DECEPTIVE MAILINGS.

(a) IN GENERAL.—Section 3007 of title 39,
United States Code, is amended—

(1) by redesignating subsection (b) as sub-
section (c); and

(2) by striking subsection (a) and inserting
the following:

“(@)(1) In preparation for or during the
pendency of proceedings under section 3005,
the Postal Service may, under the provisions
of section 409(d), apply to the district court
in any district in which mail is sent or re-
ceived as part of the alleged scheme, device,
lottery, gift enterprise, sweepstakes, skill
contest, or facsimile check or in any district
in which the defendant is found, for a tem-
porary restraining order and preliminary in-
junction under the procedural requirements
of rule 65 of the Federal Rules of Civil Proce-
dure.

“(2)(A) Upon a proper showing, the court
shall enter an order which shall—

“(i) remain in effect during the pendency
of the statutory proceedings, any judicial re-
view of such proceedings, or any action to
enforce orders issued under the proceedings;
and

‘“(ii) direct the detention by the post-
master, in any and all districts, of the de-
fendant’s incoming mail and outgoing mail,
which is the subject of the proceedings under
section 3005.

“(B) A proper showing under this para-
graph shall require proof of a likelihood of
success on the merits of the proceedings
under section 3005.

““(3) Mail detained under paragraph (2)
shall—

“(A) be made available at the post office of
mailing or delivery for examination by the
defendant in the presence of a postal em-
ployee; and

‘“(B) be delivered as addressed if such mail
is not clearly shown to be the subject of pro-
ceedings under section 3005.

““(4) No finding of the defendant’s intent to
make a false representation or to conduct a
lottery is required to support the issuance of
an order under this section.

“(b) If any order is issued under subsection
(a) and the proceedings under section 3005
are concluded with the issuance of an order
under that section, any judicial review of the
matter shall be in the district in which the
order under subsection (a) was issued.”.

(b) REPEAL.—
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(1) IN GENERAL.—Section 3006 of title 39,
United States Code, and the item relating to
such section in the table of sections for chap-
ter 30 of such title are repealed.

(2) CONFORMING AMENDMENTS.—(A) Section
3005(c) of title 39, United States Code, is
amended by striking ‘‘section and section
3006 of this title,”” and inserting ‘‘section,’.

(B) Section 3011(e) of title 39, United States
Code, is amended by striking 3006, 3007,”
and inserting ‘“3007"".

SEC. 6. CIVIL PENALTIES AND COSTS.

Section 3012 of title 39, United States Code,
is amended—

(1) in subsection (a) by striking ‘“$10,000 for
each day that such person engages in con-
duct described by paragraph (1), (2), or (3) of
this subsection.” and inserting ‘‘$50,000 for
each mailing of less than 50,000 pieces;
$100,000 for each mailing of 50,000 to 100,000
pieces; with an additional $10,000 for each ad-
ditional 10,000 pieces above 100,000, not to ex-
ceed $2,000,000.”";

(2) in paragraphs (1) and (2) of subsection
(b) by inserting after ‘‘of subsection (a)’’ the
following: ““, (c), or (d)”’;

(3) by redesignating subsections (c) and (d),
as subsections (e) and (f), respectively; and

(4) by inserting after subsection (b) the fol-
lowing:

“(c)(1) In any proceeding in which the
Postal Service may issue an order under sec-
tion 3005(a), the Postal Service may in lieu of
that order or as part of that order assess
civil penalties in an amount not to exceed
$25,000 for each mailing of less than 50,000
pieces; $50,000 for each mailing of 50,000 to
100,000 pieces; with an additional $5,000 for
each additional 10,000 pieces above 100,000,
not to exceed $1,000,000.

“(2) In any proceeding in which the Postal
Service assesses penalties under this sub-
section the Postal Service shall determine
the civil penalty taking into account the na-
ture, circumstances, extent, and gravity of
the violation or violations of section 3005(a),
and with respect to the violator, the ability
to pay the penalty, the effect of the penalty
on the ability of the violator to conduct law-
ful business, any history of prior violations
of such section, the degree of culpability and
other such matters as justice may require.

““(d) Any person who violates section 3001(l)
shall be liable to the United States for a civil
penalty not to exceed $10,000 for each mail-
ing to an individual.”.

SEC. 7. ADMINISTRATIVE SUBPOENAS.

(@) IN GENERAL.—Chapter 30 of title 39,
United States Code, is amended by adding at
the end the following:

“§3016. Administrative subpoenas

“‘(a) SUBPOENA AUTHORITY.—

“(1) INVESTIGATIONS.—

“(A) IN GENERAL.—INn any investigation
conducted under section 3005(a), the Post-
master General may require by subpoena the
production of any records (including books,
papers, documents, and other tangible things
which constitute or contain evidence) which
the Postmaster General considers relevant
or material to such investigation.

‘““(B) CoNDITION.—NoO subpoena shall be
issued under this paragraph except in accord-
ance with procedures, established by the
Postal Service, requiring that—

‘(i) a specific case, with an individual or
entity identified as the subject, be opened
before a subpoena is requested;

““‘(ii) appropriate supervisory and legal re-
view of a subpoena request be performed; and

“(iii) delegation of subpoena approval au-
thority be limited to the Postal Service’s
General Counsel or a Deputy General Coun-
sel.

““(2) STATUTORY PROCEEDINGS.—In any stat-
utory proceeding conducted under section
3005(a), the Judicial Officer may require by
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subpoena the attendance and testimony of
witnesses and the production of any records
(including books, papers, documents, and
other tangible things which constitute or
contain evidence) which the Judicial Officer
considers relevant or material to such pro-
ceeding.

““(83) RULE OF CONSTRUCTION.—Nothing in
paragraph (2) shall be considered to apply in
any circumstance to which paragraph (1) ap-
plies.

““(b) SERVICE.—

‘(1) SERVICE WITHIN THE UNITED STATES.—A
subpoena issued under this section may be
served by a person designated under section
3061 of title 18 at any place within the terri-
torial jurisdiction of any court of the United
States.

““(2) FOREIGN SERVICE.—AnNy such subpoena
may be served upon any person who is not to
be found within the territorial jurisdiction of
any court of the United States, in such man-
ner as the Federal Rules of Civil Procedure
prescribe for service in a foreign country. To
the extent that the courts of the United
States may assert jurisdiction over such per-
son consistent with due process, the United
States District Court for the District of Co-
lumbia shall have the same jurisdiction to
take any action respecting compliance with
this section by such person that such court
would have if such person were personally
within the jurisdiction of such court.

““(3) SERVICE ON BUSINESS PERSONS.—Serv-
ice of any such subpoena may be made upon
a partnership, corporation, association, or
other legal entity by—

“(A) delivering a duly executed copy there-
of to any partner, executive officer, man-
aging agent, or general agent thereof, or to
any agent thereof authorized by appoint-
ment or by law to receive service of process
on behalf of such partnership, corporation,
association, or entity;

““(B) delivering a duly executed copy there-
of to the principal office or place of business
of the partnership, corporation, association,
or entity; or

“(C) depositing such copy in the United
States mails, by registered or certified mail,
return receipt requested, duly addressed to
such partnership, corporation, association,
or entity at its principal office or place of
business.

““(4) SERVICE ON NATURAL PERSONS.—Serv-
ice of any subpoena may be made upon any
natural person by—

““(A) delivering a duly executed copy to the
person to be served; or

““(B) depositing such copy in the United
States mails, by registered or certified mail,
return receipt requested, duly addressed to
such person at his residence or principal of-
fice or place of business.

““(5) VERIFIED RETURN.—A verified return
by the individual serving any such subpoena
setting forth the manner of such service
shall be proof of such service. In the case of
service by registered or certified mail, such
return shall be accompanied by the return
post office receipt of delivery of such sub-
poena.

‘“(c) ENFORCEMENT.—

“(1) IN GENERAL.—Whenever any person,
partnership, corporation, association, or en-
tity fails to comply with any subpoena duly
served upon him, the Postmaster General
may request that the Attorney General seek
enforcement of the subpoena in the district
court of the United States for any judicial
district in which such person resides, is
found, or transacts business, and serve upon
such person a petition for an order of such
court for the enforcement of this section.

““(2) JurisDICTION.—Whenever any petition
is filed in any district court of the United
States under this section, such court shall
have jurisdiction to hear and determine the
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matter so presented, and to enter such order
or orders as may be required to carry into ef-
fect the provisions of this section. Any final
order entered shall be subject to appeal
under section 1291 of title 28. Any disobe-
dience of any final order entered under this
section by any court may be punished as
contempt.

““(d) DISCLOSURE.—ANy documentary mate-
rial provided pursuant to any subpoena
issued under this section shall be exempt
from disclosure under section 552 of title 5.”.

(b) REGULATIONS.—Not later than 120 days
after the date of enactment of this section,
the Postal Service shall promulgate regula-
tions setting out the procedures the Postal
Service will use to implement the amend-
ment made by subsection (a).

(c) SEMIANNUAL REPORTS.—Section 3013 of
title 39, United States Code, is amended by
striking “‘and” at the end of paragraph (4),
by redesignating paragraph (5) as paragraph
(6), and by inserting after paragraph (4) the
following:

““(5) the number of cases in which the au-
thority described in section 3016 was used,
and a comprehensive statement describing
how that authority was used in each of those
cases; and”.

(d) TECHNICAL AND CONFORMING AMEND-
MENT.—The table of sections for chapter 30 of
title 39, United States Code, is amended by
adding at the end the following:

“3016. Administrative subpoenas.”.

SEC. 8. REQUIREMENTS OF PROMOTERS OF
SKILL CONTESTS OR SWEEPSTAKES

MAILINGS.
(a) IN GENERAL.—Chapter 30 of title 39,

United States Code (as amended by section 7
of this Act) is amended by adding after sec-
tion 3016 the following:

“83017. Nonmailable skill contests or sweep-
stakes matter; notification to prohibit mail-
ings
‘‘(a) DEFINITIONS.—In this section—

‘(1) the term ‘promoter’ means any person
who—

““(A) originates and mails any skill contest
or sweepstakes, except for any matter de-
scribed in section 3001(k)(4); or

‘“(B) originates and causes to be mailed
any skill contest or sweepstakes, except for
any matter described in section 3001(k)(4);

““(2) the term ‘removal request’ means a re-
quest stating that an individual elects to
have the name and address of such individual
excluded from any list used by a promoter
for mailing skill contests or sweepstakes;

“(3) the terms ‘skill contest’, ‘sweep-
stakes’, and ‘clearly and conspicuously dis-
played’ have the same meanings as given
them in section 3001(k); and

‘“(4) the term ‘duly authorized person’, as
used in connection with an individual, means
a conservator or guardian of, or person
granted power of attorney by, such indi-
vidual.

““(b) NONMAILABLE MATTER.—

““(1) IN GENERAL.—Matter otherwise legally
acceptable in the mails described in para-
graph (2)—

“(A) is nonmailable matter;

“(B) shall not be carried or delivered by
mail; and

“(C) shall be disposed of as the Postal
Service directs.

““(2) NONMAILABLE MATTER DESCRIBED.—
Matter described in this paragraph is any
matter that—

“(A) is a skill contest or sweepstakes, ex-
cept for any matter described in section
3001(k)(4); and

“(B)(i) is addressed to an individual who
made an election to be excluded from lists
under subsection (d); or

‘“(if) does not comply with subsection
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“‘(c) REQUIREMENTS OF PROMOTERS.—

““(1) NOTICE TO INDIVIDUALS.—ANy promoter
who mails a skill contest or sweepstakes
shall provide with each mailing a statement
that—

“(A)
played;

“(B) includes the address or toll-free tele-
phone number of the notification system es-
tablished under paragraph (2); and

“(C) states that the notification system
may be used to prohibit the mailing of all
skill contests or sweepstakes by that pro-
moter to such individual.

““(2) NOTIFICATION SYSTEM.—AnNy promoter
that mails or causes to be mailed a skill con-
test or sweepstakes shall establish and main-
tain a notification system that provides for
any individual (or other duly authorized per-
son) to notify the system of the individual’s
election to have the name and address of the
individual excluded from all lists of names
and addresses used by that promoter to mail
any skill contest or sweepstakes.

“(d) ELECTION To BE EXCLUDED FROM
LISTS.—

““(1) IN GENERAL.—AnN individual (or other
duly authorized person) may elect to exclude
the name and address of that individual from
all lists of names and addresses used by a
promoter of skill contests or sweepstakes by
submitting a removal request to the notifi-
cation system established under subsection
(c).
““(2) RESPONSE AFTER SUBMITTING REMOVAL
REQUEST TO THE NOTIFICATION SYSTEM.—Not
later than 60 calendar days after a promoter
receives a removal request pursuant to an
election under paragraph (1), the promoter
shall exclude the individual’s name and ad-
dress from all lists of nhames and addresses
used by that promoter to select recipients
for any skill contest or sweepstakes.

““(3) EFFECTIVENESS OF ELECTION.—AnN elec-
tion under paragraph (1) shall remain in ef-
fect, unless an individual (or other duly au-
thorized person) notifies the promoter in
writing that such individual—

““(A) has changed the election; and

“(B) elects to receive skill contest or
sweepstakes mailings from that promoter.

‘“‘(e) PRIVATE RIGHT OF ACTION.—

“(1) IN GENERAL.—AnN individual who re-
ceives one or more mailings in violation of
subsection (d) may, if otherwise permitted
by the laws or rules of court of a State, bring
in an appropriate court of that State—

““(A) an action to enjoin such violation,

““(B) an action to recover for actual mone-
tary loss from such a violation, or to receive
$500 in damages for each such violation,
whichever is greater, or

““(C) both such actions.

It shall be an affirmative defense in any ac-
tion brought under this subsection that the
defendant has established and implemented,
with due care, reasonable practices and pro-
cedures to effectively prevent mailings in
violation of subsection (d). If the court finds
that the defendant willfully or knowingly
violated subsection (d), the court may, in its
discretion, increase the amount of the award
to an amount equal to not more than 3 times
the amount available under subparagraph
(B).

““(2) ACTION ALLOWABLE BASED ON OTHER
SUFFICIENT NOTICE.—A mailing sent in viola-
tion of section 3001(I) shall be actionable
under this subsection, but only if such an ac-
tion would not also be available under para-
graph (1) (as a violation of subsection (d))
based on the same mailing.

“(f) PROMOTER NONLIABILITY.—A promoter
shall not be subject to civil liability for the
exclusion of an individual’s name or address
from any list maintained by that promoter
for mailing skill contests or sweepstakes,
if—

is clearly and conspicuously dis-
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“(1) a removal request is received by the
promoter’s notification system; and

““(2) the promoter has a good faith belief
that the request is from—

“(A) the individual whose name and ad-
dress is to be excluded; or

““(B) another duly authorized person.

““(g) PROHIBITION ON COMMERCIAL USE OF
LiSTS.—

““(1) IN GENERAL.—

“(A) PROHIBITION.—NO person may provide
any information (including the sale or rental
of any name or address) derived from a list
described in subparagraph (B) to another per-
son for commercial use.

“(B) LisTs.—A list referred to under sub-
paragraph (A) is any list of names and ad-
dresses (or other related information) com-
piled from individuals who exercise an elec-
tion under subsection (d).

“(2) CiviL PENALTY.—ANy person who vio-
lates paragraph (1) shall be assessed a civil
penalty by the Postal Service not to exceed
$2,000,000 per violation.

““(h) CIVIL PENALTIES.—

““(1) IN GENERAL.—ANyY promoter—

“(A) who recklessly mails nonmailable
matter in violation of subsection (b) shall be
liable to the United States in an amount of
$10,000 per violation for each mailing to an
individual of nonmailable matter; or

“(B) who fails to comply with the require-
ments of subsection (c)(2) shall be liable to
the United States.

““(2) ENFORCEMENT.—The Postal Service
shall, in accordance with the same proce-
dures as set forth in section 3012(b), provide
for the assessment of civil penalties under
this section.”.

(b) TECHNICAL AND CONFORMING AMEND-
MENTS.—The table of sections for chapter 30
of title 39, United States Code, is amended by
adding after the item relating to section 3016
the following:

““3017. Nonmailable skill contests or sweep-
stakes matter; notification to
prohibit mailings.”.

(c) EFFecTIVE DATE.—This section shall
take effect 1 year after the date of enact-
ment of this Act.

SEC. 9. STATE LAW NOT PREEMPTED.

(a) IN GENERAL.—Nothing in the provisions
of this Act (including the amendments made
by this Act) or in the regulations promul-
gated under such provisions shall be con-
strued to preempt any provision of State or
local law that imposes more restrictive re-
quirements, regulations, damages, costs, or
penalties. No determination by the Postal
Service that any particular piece of mail or
class of mail is in compliance with such pro-
visions of this Act shall be construed to pre-
empt any provision of State or local law.

(b) EFFECT ON STATE COURT PROCEEDINGS.—
Nothing contained in this section shall be
construed to prohibit an authorized State of-
ficial from proceeding in State court on the
basis of an alleged violation of any general
civil or criminal statute of such State or any
specific civil or criminal statute of such
State.

SEC. 10. TECHNICAL AND CONFORMING AMEND-

MENTS.

(a) REFERENCES TO REPEALED PROVISIONS.—
Section 3001(a) of title 39, United States
Code, is amended by striking ‘1714, and
1718,

(b) CONFORMANCE WITH INSPECTOR GENERAL
ACT OF 1978.—

(1) IN GENERAL.—Section 3013 of title 39,
United States Code, is amended—

(A) by striking ‘““Board’ each place it ap-
pears and inserting ‘“‘Inspector General’’;

(B) in the third sentence by striking “Each
such report shall be submitted within sixty
days after the close of the reporting period
involved” and inserting ‘““Each such report
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shall be submitted within 1 month (or such
shorter length of time as the Inspector Gen-
eral may specify) after the close of the re-
porting period involved’’; and

(C) by striking the last sentence and in-

serting the following:
“The information in a report submitted
under this section to the Inspector General
with respect to a reporting period shall be
included as part of the semiannual report
prepared by the Inspector General under sec-
tion 5 of the Inspector General Act of 1978 for
the same reporting period. Nothing in this
section shall be considered to permit or re-
quire that any report by the Postmaster
General under this section include any infor-
mation relating to activities of the Inspector
General.”.

(2) EFFECTIVE DATE.—This subsection shall
take effect on the date of enactment of this
Act, and the amendments made by this sub-
section shall apply with respect to semi-
annual reporting periods beginning on or
after such date of enactment.

(3) SAVINGS PROVISION.—For purposes of
any semiannual reporting period preceding
the first semiannual reporting period re-
ferred to in paragraph (2), the provisions of
title 39, United States Code, shall continue
to apply as if the amendments made by this
subsection had not been enacted.

SEC. 11. EFFECTIVE DATE.

Except as provided in section 8 or 10(b),
this Act shall take effect 120 days after the
date of enactment of this Act.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
New York (Mr. McHuUGH) and the gen-
tleman from Illinois (Mr. DAVIS) each
will control 20 minutes.

The Chair recognizes the gentleman
from New York (Mr. MCHUGH).

GENERAL LEAVE

Mr. McHUGH. Mr. Speaker, | ask
unanimous consent that all Members
may have 5 legislative days within
which to revise and extend their re-
marks on H.R. 170, the bill now under
consideration.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from New York?

There was no objection.

Mr. McHUGH. Mr. Speaker, | yield
myself such time as | may consume.

Mr. Speaker, I am pleased to bring
H.R. 170, as amended, to the floor today
and would like to take this oppor-
tunity to thank the members of my
Subcommittee on the Postal Service
for their interest, for their hard work
in moving this important legislation,
particularly thanking the ranking
member, the gentleman from Pennsyl-
vania (Mr. FATTAH), for his input in
making this bill stronger and of a
wider appeal.

Mr. Speaker, | would like to also
quote from the testimony of the Gen-
eral Accounting Office at the sub-
committee’s August 14 meeting, which
| think summed it up very well, “When
it comes to deceptive mail, which in-
cludes sweepstakes and other kinds of
mail material,”” quote, ‘‘consumers’
problems appear substantial.”

We are all concerned, Mr. Speaker,
with the way sweepstakes mailings en-
tice customers, particularly senior
citizens, into making unwanted pur-
chases under the mistaken impression
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that this will somehow enhance their
chances of winning.
As | have stated previously, sweep-

stakes in and of themselves are not
evil. In fact, Mr. Speaker, they are
often a marketing tool that are

accessed by willing and very satisfied
individuals, but experience teaches us
that when laws fall short, the dis-
honest often flock and people ulti-
mately will suffer. Now is the time to
correct these shortfalls.

H.R. 170, as amended, was carefully
developed with our ranking member,
the gentleman from Pennsylvania (Mr.
FATTAH), and the bill’s original author,
the gentleman from New Jersey (Mr.
LoBIONDO). In keeping with H.R. 170’s
objective of ensuring honesty in sweep-
stakes mailing, the amended language
incorporates and responds to the exten-
sive testimony submitted at the hear-
ing conducted by the Subcommittee on
the Postal Service.

The gentleman from New Jersey (Mr.
LoBIONDO) is to be commended for
championing the necessary changes to
our postal laws in this area, and | also,
Mr. Speaker, deeply appreciate the as-
sistance of our other colleagues; as |
mentioned earlier, the gentleman from
Pennsylvania (Mr. FATTAH), the rank-
ing member, but as well the language
in this bill reflects the input of others
who also introduced legislation, includ-
ing the gentleman from California (Mr.
RoOGAN), the gentleman from Florida
(Mr. McCoLLuwm), authors of H.R. 237
and H.R. 2678 respectively.

This language is also based upon Sen-
ator SUSAN CoOLLINS’ comprehensive bi-
partisan sweepstakes mailing legisla-
tion, which passed in the other body by
a 93-to-0 vote on August 2. We certainly
are indebted to Ms. CoLLINS and to her
staff and the other members of the
other body for their interest, for their
leadership, and for their guidance.

Mr. Speaker, we have drawn from
many sources to craft what | believe is
a reasonably balanced and effective
piece of legislation. H.R. 170, as amend-
ed, would establish strong consumer
protections to prevent a number of
types of deceptive mailings. It would
impose various requirements on sweep-
stakes mailings, skills contests, fac-
simile checks and mailings made to
look like government documents. It
would establish as well strong financial
penalties, provide the Postal Service
with additional authority to inves-
tigate and stop deceptive mailings and
preserve the ability of States to impose
stricter requirements on such mailings.

Mr. Speaker, | would strongly en-
courage all Members to fully support
the legislation before us. We should
join with the other body in advancing
this important cause. America’s con-
sumers, particularly our senior citi-
zens, are counting on us.

Mr. Speaker, | reserve the balance of
my time.

Mr. DAVIS of Illinois. Mr. Speaker, |
yield myself such time as I may con-
sume.

Mr. Speaker, let me first of all com-
mend and congratulate the gentleman
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from New York (Chairman MCHUGH),
and the ranking member, the gen-
tleman  from Pennsylvania (Mr.
FATTAH) for the very efficient, effective
and bipartisan manner in which they
have shepherded this legislation
through committee.

I also want to commend the gen-
tleman from New Jersey (Mr.
LoBIoNDO) for the significant role that
he played in making sure that we had
a good, strong bill and that we have it
before us today.

As a member of the Subcommittee on
the Postal Service, | am pleased to join
the gentleman from New York (Mr.
MCHUGH) in the consideration of H.R.
170, the Honesty in Sweepstakes Act of
1999. When signed into law, the legisla-
tion will protect vulnerable consumers
from unscrupulous operators of decep-
tive sweepstakes and stop many of the
more abusive practices of the sweep-
stakes industry.

We in the Congress have learned
firsthand the financial and emotional
costs to consumers from deceptive and
fraudulent sweepstakes. This is a seri-
ous problem which plagues our elderly
and those on limited budgets. To that
end, I am proud to have played a part
in the House consideration and markup
of the Honesty in Sweepstakes Act of
1999.

Last month, the Subcommittee on
the Postal Service marked up H.R. 170
and unanimously approved an amend-
ment in the nature of a substitute of-
fered by the ranking minority member,
the gentleman from Pennsylvania (Mr.
FATTAH) and the gentleman from New
York (Mr. MCHUGH).

Our bill, which closely mirrors
sweepstakes legislation passed by the
Senate in August, would impose disclo-
sure requirements relating to sweep-
stakes mailings and skill contests, con-
tests in which a prize is awarded based
on skill and a purchase payment or do-
nation is required, concerning rules,
terms, conditions, sponsor, place of
business of sponsor, odds of winning
and other information, to help ensure
the consumer has complete informa-
tion about the contest.

It also prohibits mailings that sug-
gest a connection to the Federal Gov-
ernment or that contain false represen-
tations implying that Federal Govern-
ment benefits or services will be af-
fected by participation or nonpartici-
pation in the contest. It requires that
copies of checks sent in any mailing
must include a statement on the check
itself stating that it is nonnegotiable
and has no cash value. It requires cer-
tain disclosures to be clearly and con-
spicuously displayed in certain parts of
the sweepstakes and skill contest pro-
motion. It requires sweepstakes compa-
nies to maintain individual do-not-
mail lists and it gives the Postal Serv-
ice additional enforcement tools to
maintain and investigate and stop de-
ceptive mailings, including the author-
ity to impose civil penalties and sub-
poenas.

The measure before us today adds
two very important and critical provi-

CONGRESSIONAL RECORD —HOUSE

sions. First, we provide the Postal
Service with subpoena authority to
combat sweepstakes fraud and, in addi-
tion, we have limited the scope of sub-
poena authority to only those provi-
sions of law addressing deceptive mail-
ings and required the Postal Service to
develop procedures for the issuance of
subpoenas. So the issue of consumer
protection, whether it relates to tele-
marketing fraud or sweepstakes decep-
tion, is finally receiving the attention
it deserves and | am pleased that we
are here today at this point and at this
time to pass this important legislation.

Mr. Speaker, | reserve the balance of
my time.

Mr. McHUGH. Mr. Speaker, | yield
3% minutes to the gentleman from New
Jersey (Mr. LOBIONDO) who, as | men-
tioned during my opening remarks, was
really a leader in this effort. Through
his initiative, in fact, the question was
first brought to the attention of our
subcommittee last year and, in large
measure, this is a product of his ef-
forts.

(Mr. LOBIONDO asked and was given
permission to revise and extend his re-
marks.)

Mr. LOBIONDO. Mr. Speaker, let me
take a moment to first thank my col-
league from New York (Mr. McHUGH)
for his leadership with the sub-
committee and particularly on this
issue. The hearing that was held really
focused in on the problem, | think, in a
very specific way and it allowed us to
convince many of our colleagues of the
importance of this issue.

I want to thank the gentleman from
Indiana (Mr. BURTON), the chairman of
the full committee, and the gentleman
from Illinois (Mr. DAviIS) and the gen-
tleman from Pennsylvania (Mr.
FATTAH) for their help, and my col-
league, the gentleman from California
(Mr. CoNDIT), for his help in garnering
votes from the other side and support
from the other side.

Mr. Speaker, thousands, if not mil-
lions, of Americans will receive some
sweepstakes mailing today. Most peo-
ple disregard these mailings as the
marketing ploy that they are. Unfortu-
nately, there are a small percentage of
consumers who will open the package
with excitement and carefully return
the enclosures, often with a payment,
in the hope of becoming America’s lat-
est millionaire.

Most likely to be impacted by these
fraudulent and misleading mailings are
some of the most vulnerable in our so-
ciety, our senior citizens. Sadly, these
vulnerable consumers are not being
duped merely into entering a hopeless
contest. They are, in fact, encouraged
to purchase goods from these sweep-
stakes companies in the thought that
these purchases will give them a better
chance of winning a huge sum of
money.

For seniors, most of whom are on a
fixed income, this frivolous spending in
the hope of winning untold riches is
having an especially detrimental ef-
fect. There are stories that abound of
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life savings being lost, of seniors whose
lives are devastated because they feel
that they have had an opportunity to
gain an advantage in a sweepstakes
that was never there from the begin-
ning.

ng legislation will prohibit many
tactics sweepstakes company use to
prey on our most vulnerable con-
sumers. Misleading language such as
““‘we would feel better if we were giving
the prize to a customer” leads people
to believe that a purchase enhances the
chances of winning, when it really does
not. My bill takes significant steps to
prevent vulnerable members of our so-
ciety from being harmed by predatory
sweepstakes companies.

The key provision of H.R. 170 re-
quires that certain clear and easy-to-
read honesty disclosures be included in
each sweepstakes mailing.
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First, each mailing must include lan-
guage stating that purchase is not nec-
essary to win a prize, nor does it en-
hance the chances of winning a prize. It
additionally requires other important
information such as the odds of win-
ning the grand prize to be displayed
prominently in the mailing.

The bill would further crack down on
cashier’s checks and government docu-
ment look-alikes, which obviously con-
fuse many seniors and have to lead us
to conclude it was the intention to
mislead and confuse seniors.

So in conclusion, | want to thank all
of my colleagues who worked so hard
on this. | think we have a chance to
make a real difference today with
those in our society who have been the
recipients of tactics that all of us wish
we could change. We can change that
today with this legislation.

Again, | urge all my colleagues to
support H.R. 170.

Mr. DAVIS of Illinois. Mr. Speaker, |
yield such time as she might consume
to the gentlewoman from New York
(Ms. SLAUGHTER), who has long been a
protector of consumer interests and
consumer rights.

Ms. SLAUGHTER. Mr. Speaker, |
certainly thank the gentleman from II-
linois (Mr. DAvis) for allowing me to
speak, and | appreciate his support.

I want to thank the gentleman from
New Jersey (Mr. LoBIoONDO) for bring-
ing this to the floor and the gentleman
from New York (Mr. McHuGH) for his
support.

Just take a look at this. Right here,
it says up at the top, ‘“‘Attention:
Time-sensitive material. Contents to
be opened by addressee only. Obstruc-
tion of U.S. mail punishable by fines up
to $2,000 and 5 years imprisonment.”

Now, imagine, one gets this envelope,
which looks very much like the one
one’s Social Security check comes in,
and it has everything in the world to
make it look like it came from the
government. Official communication,
it says up there. Extremely urgent. Re-
spond within 5 business days.

Then over on the back, again, it says,
“Documents enclosed intended for the
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sole use of the addressee. Tampering is
a Federal offense.”

This chart has been enlarged 4,000
times, and it is still barely readable.
The fact that everybody, as the gen-
tleman from New Jersey (Mr.
LoBIONDO) said, is getting one of these
almost every day in the mail is really
a scandal. We know they are designed
to confuse and mislead the recipients.

Virginia Tierney from the AARP
pointed out in her testimony that
these deceptive sweepstakes lead older
Americans to send in thousands of dol-
lars from their Social Security checks
and lifetime savings because they be-
lieve what is often also written on
here, ‘‘you have automatically won.”

But | want to focus a specific provi-
sion of this bill that addresses a strong
concern of mine, and that is what | just
pointed out, that this mail looks as
though it has been distributed or en-
dorsed by a government agency.

The companies are sending these fac-
simile checks usually in window enve-
lopes that are specifically designed to
look like the Social Security envelope.
This government look-alike mail moti-
vates the senior to at least open the
envelope.

I did not hear about this deceptive
mailing practice from my constituents
because my colleagues may notice that
this was addressed to me, this official
communication, which | tampered with
at my peril.

Now, in very small print back here
on the back of the envelope going on
for 33 lines is the official rules detail-
ing that this is in reality a sweep-
stakes solicitation. It is not a private
government document carrying great
threats. How dare they usurp govern-
ment authority in an attempt to
frighten people.

I have to be honest, | got dizzy count-
ing the number of lines the small print
goes on for. That was because | had
tried to read this before it was en-
larged. A senior citizen would have to
enlarge this envelope to poster size
like | did before they could read this
small print.

This bill would close the loophole and
prohibit all mailings that could reason-
ably look like government documents
in any way, shape, or form, period.
Sweepstakes companies need to stop
misleading the American people, espe-
cially our seniors.

It is past time that the House of Rep-
resentatives votes to stop these decep-
tive mailings, and I am more than de-
lighted that this bill has come to the
floor.

Mr. McHUGH. Mr. Speaker, | yield
myself such time as | may consume.

Mr. Speaker, as | mentioned to the
gentleman from New Jersey (Mr.
LoBIONDO), the author, and ratified in
my comments, we have had a number
of individuals who were early on sup-
porters of this initiative who had draft-
ed their own approaches from which we
drew not just moral support, but legis-
lative language and approaches to the
bill.
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Mr. Speaker, | am pleased to yield 2
minutes to the gentleman from Florida
(Mr. McCoLLUM), an individual who has
established in this House a well-de-
served reputation as a student of the
law and one who had a great deal of
input and we had a great deal assist-
ance from.

Mr. McCOLLUM. Mr. Speaker, | real-
ly appreciate the gentleman from New
York (Mr. McHuGH) for his work on
this bill and bringing it to the floor,
and obviously the gentleman from New
Jersey (Mr. LoBIoNDO) for introducing
it.

I do support the bill. It will reform,
as we all know, the deceptive sweep-
stakes mailing and establish consumer
protections through financial penalties
and by providing the Postal Service
with additional authority to inves-
tigate and stop such deceptive mail-
ings. It will also allow States to impose
stricter requirements as they see fit on
such mailings.

We have had a lot of this sort of
thing going on in my State of Florida.
We have heard so many of examples.
One of them is Eustace Hall of Bran-
don, Florida who told a story of having
spent thousands of dollars trying to
win a contest to help his daughter pay
for law school. Mr. Hall explained he
did not understand there was no re-
quirement that he make a purchase to
enter the contest.

That is just not right. | would like to
think that, after this legislation is en-
acted, there will not be more cases like
Mr. Hall that we see.

We have been such a hotbed on this
that | did introduce a bill that the gen-
tleman from New York (Mr. McHUGH)
was referring to, called the Consumers
Choice Sweepstakes Protection Act of
1999. It has been incorporated in this
bill almost in toto.

It is the legislation that would re-
quire that sweepstakes mailers provide
a toll free number or mailing address
to be used by individuals wishing to
have their names removed from mail-
ing lists or be subject to a civil fine of
$1,000 per violation levied by the Postal
Service. This legislation was endorsed
by the 60 Plus Association and strongly
supported by both the AARP and the
National Consumers League.

I want to again thank the gentleman
from New York (Mr. McHuUGH), the
chairman of the Subcommittee on
Postal Service, and the gentleman
from New Jersey (Mr. LOBIONDO) in
working with me today on this and to
incorporate this into the bill before us.

I really think what they are doing
today in this legislation in H.R. 170 is
going to make a big difference in the
sweepstakes issue. Most of us read
these, and we do fine with it. We under-
stand it. But there are a lot of people
who flat out do not. Those who do not
want to keep getting these mailings
ought to have a chance to say do not
send it, and especially the elderly and
their family when they do not want to
see these things coming across so regu-
larly as they do and the volumes that
do.
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So | think the toll free number or the
mailing address that is provided in the
bill enhances it. Again, | want to thank
the gentlemen for incorporating it in
the bill.

Mr. DAVIS of Illinois. Mr. Speaker,
it is my pleasure to yield 3 minutes to
the gentleman from Texas (Mr. GREEN).
It has been my experience that when-
ever there is an issue involving con-
sumers and their protection and rights
and the needs of the people, one would
find the gentleman from Texas (Mr.
GREEN).

Mr. GREEN of Texas. Mr. Speaker, |
would like to thank the gentleman
from Illinois (Mr. DAvis) for allowing
me to speak today. This is something
that is near and dear to each of our
hearts as individuals.

A few months ago, the daughter of
one of my former constituents, her
mother just passed away, came by our
office and brought a box. She had been
sorting through her mother’s things.
The box was easily bigger than the po-
dium that | am standing at, Mr. Speak-
er. It was full of letter after letter from
these sweepstakes promotors, offers for
her mother.

In each mailing was marked in bold
print, “You have won 10 Million Dol-
lars’ or “‘Urgent: Prize Claim Docu-
mentation Enclosed’ or ‘“Open and Re-
turn Immediately For Your Grand
Prize.”

Not only had this woman’s mother
opened each and every one of these so-
licitations, but she had fallen into that
trap. She thought, due to the tricky
and often misleading wording of the
mailings that not only did she have to
purchase something to win, but by pur-
chasing items she would increase her
chances of winning.

This daughter found not only this
box of information, but lots of little
things that her mother had bought and
literally never opened. Each time she
responded, each time she bought some
worthless knickknack, each time she
thought it would finally pay off, all
that would happen is more solicita-
tions came in the mail. It was a vicious
cycle. Because if one responds to one,
then obviously they sell one’s name to
other people and other groups.

This is a clear example how the
sweepstakes industry has taken advan-
tage and exploited some of our most
vulnerable members of our society.

I even have one family member in my
district who tried to get their mother
off the mailing list until, finally, they
sent a letter saying, | am sorry, mom
passed away, and it took them two
times to do that, to get them to quit
sending her sweepstakes information,
just so she would stop receiving these
awful offers and sending them in.

H.R. 170, the Honesty in Sweepstakes
Act, will ensure that the same bold
print, not tiny print that one cannot
read, will be used to state that one is
not a winner and that purchasing items
will not increase one’s odds of winning.

It would require that a toll free num-
ber be displayed prominently on the
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mailing. Those who wish to not receive
these mailings will be able to call that
number and be removed from the com-
pany’s mailing list.

It also provides for penalties for com-
panies that violate or ignore these
rules.

This is a good bill that will help pro-
tect not only all Americans, but par-
ticularly older Americans, many of
whom are spending significant portions
of their income on these sucker con-
tests. It will be especially helpful to
family members who are care givers to
our senior citizens. | hope my col-
leagues will vote for its passage.

Mr. McHUGH. Mr. Speaker, | yield
myself such time as | may consume.

Mr. Speaker, as we have heard here
today, this bill obviously is addressing
concerns that are faced by the entire
country, but particularly among senior
citizens. As we know, particularly
when it comes to the State of New
York, many of our seniors move to the
south and often Florida. We have had a
great deal of input and support by the
Florida delegation on both sides of the
aisle in this matter.

Mr. Speaker, | am pleased to yield 2
minutes to the gentleman from Florida
(Mr. FoLEY), who has been very inter-
ested in this issue and very supportive.

Mr. FOLEY. Mr. Speaker, let me
thank the gentleman from New York
(Mr. McHuGH) for his leadership on this
very important issue that affects sen-
iors and affects all Floridians and all
Americans.

Sadie Stern Ott, age 76, of Seminole,
Florida said that for years she has
bought merchandise from sweepstakes
companies, even though she knew that
she did not have to buy anything to
enter the contest.

She says, “They send so many enve-
lopes that say ‘Return this certificate,
saying what would you like to buy, and
your merchandise will be delivered
when we visit your home to bring you
your prize.””’

Ott said she waited at home for the
prize patrol several times, especially
after the time she got a letter telling
her the contest was down to her and
another person. But she never won any-
thing. She said, ‘I kind of felt that |
had been played for a fool.”’

Ott said she spent several hundred
dollars on magazines and knickknacks.
Some seniors have spent thousands of
dollars. This is exactly the way the
sweepstakes companies cheat seniors
out of their modest incomes. Using
bright, shiny envelopes and promises of
winning millions of dollars, these com-
panies get seniors to buy products that
they do not need in hopes of winning
large cash prizes. In reality, these peo-
ple have little, if any, chance of win-
ning.

At a time when many seniors strug-
gle to pay for rent, food, and prescrip-
tion medication, this cruel scam is in-
humane and ethically indefensible.

My own State of Florida has filed
suit against Publisher’s Clearinghouse
for exactly this activity. The Attorney
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General has charged the company with
unfair trade practices and unlawful
game promotions.

In addition, Florida, along with three
other States, has already won a $4 mil-
lion settlement against another sweep-
stakes company, American Family
Publishers.

Even though law enforcement offi-
cials and consumer protection groups
send out notices warning against these
mail scams, many people are still
drawn into their game.

These fraudulent practices by sweep-
stakes companies could almost be com-
pared to a criminal coming into some-
one’s home and stealing from them.

I would like to give a special word of
thanks to the gentleman from New Jer-
sey (Mr. LOBIONDO) and the gentleman
from California (Mr. ConNDIT) for their
work on this bill to establish consumer
protections and to prevent sweepstakes
companies from swindling people, espe-
cially seniors, out of their hard-earned
money.

Mr. DAVIS of lllinois. Mr. Speaker, |
yield myself such time as | may con-
sume.

Mr. Speaker, | will enter into the
RECORD a statement from the Execu-
tive Office of the President. | will just
read a bit of it. “The administration
strongly supports H.R. 170, the Decep-
tive Mail Prevention and Enforcement
Act, that will be considered on the Sus-
pension Calendar. H.R. 170 would pro-
tect consumers against deceptive mail-
ings and sweepstakes practices and re-
inforce their rights by establishing
standards for disclosure and financial
penalties for sponsors who fail to com-
ply with those standards.

“H.R. 170 would establish standards
for sweepstakes mailings, skill con-
tests, and facsimile checks. The bill
would restrict government look-alike
documents and create a uniform notifi-
cation system to allow individuals to
remove their names and addresses from
all major sweepstakes mailing lists at
one time.

“It would also create strong financial
penalties for not disclosing all terms,
conditions, rules, and entry procedures
of a contest, the continuation of mail-
ings after an individual has requested
cessation and the failure to comply
with the Postal Service stop order.

“H.R. 170 would increase the author-
ity of the Postal Service to investigate
and stop deceptive mailings while per-
mitting States to establish a higher
level of protection for consumers.

““Congress has heard evidence of
widespread confusion by consumers and
clearly misleading mailings and sweep-
stakes practices. The administration
urges passage of H.R. 170 to protect
consumers and address these con-
cerns.”

I also would like to acknowledge the
interest of the gentleman from New
York (Mr. LAFALCE), who has had a
great deal of interest in this legislation
and had intended to speak with regards
to it on the floor today, and also the
gentleman from Ilinois (Mr.
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BLAGOJEVICH), who has introduced leg-
islation in this area.
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Mr. Speaker, | will just wrap up by
suggesting that although some sweep-
stakes mailings are fair, far too many
are not. They deceive consumers into
spending money or making purchases,
none of which is needed, necessary or
required. Savvy marketing techniques
and technological advances have al-
lowed sweepstakes promoters to target
consumers who respond to the mailings
or place orders for products. Mailings
often use very aggressive marketing
techniques, such as personalizing an
address and implying if purchases are
not made, the customer may lose her
or his preferred customer status. In the
most egregious cases, customers have
received up to hundreds of mailings a
year and spent thousands of dollars or-
dering items they did not want or need
in an attempt to win the big prize.

These deceptive tactics have resulted
in thousands of consumer complaints
to the Federal Trade Commission, to
State Attorneys General, the United
States Postal Service, and Members of
Congress. Sadly, the victim of these
marketing tactics are the elderly, who
have difficulty reading the fine print,
and believe that in order to be a pre-
ferred customer, that they must buy to
win that prize.

This is, indeed, an idea now whose
time has come. For many years we
have looked at this issue and many
people have wondered why we have not
taken action before. Well, thanks to
the gentleman from New Jersey (Mr.
LoBIoNnDO) and the gentleman from
California (Mr. CoNDIT), certainly to
the chairman of the subcommittee, the
gentleman from New York (Mr.
McHuUGH) and the ranking member, the
gentleman from Pennsylvania (Mr.
FATTAH), we are indeed taking action
and we are taking action today.

Mr. Speaker, | submit for the RECORD
the letter | mentioned earlier in my re-
marks.

H.R. 170—DECEPTIVE MAIL PREVENTION AND

ENFORCEMENT ACT

The Administration strongly supports H.R.
170, the Deceptive Mail Prevention and En-
forcement Act, that will be considered on the
suspension calendar. H.R. 170 would protect
consumers against deceptive mailing and
sweepstakes practices and reinforce their
rights by establishing standards for disclo-
sure and financial penalties or sponsors who
fail to comply with those standards.

H.R. 170 would establish standards for
sweepstakes mailings, skill contests, and
facsimile checks. The bill would restrict
‘“‘government look-alike”” documents and
create a uniform notification system to
allow individuals to remove their names and
addresses from all major sweepstakes mail-
ing lists at one time. It would also create
strong financial penalties for: not disclosing
all terms, conditions, rules, and entry proce-
dures of a contest; the continuation of mail-
ings after an individual has requested ces-
sation; and the failure to comply with a
Postal Service ‘‘stop order.” In addition,
H.R. 170 would increase the authority of the
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Postal Service to investigate and stop decep-
tive mailings while permitting States to es-
tablish a higher level of protection for con-
sumers.

Congress has heard evidence of widespread
confusion by consumers and clearly mis-
leading mailing and sweepstakes practices.
The Administration urges passage of H.R. 170
to protect consumers and address these con-
cerns.

Mr. Speaker, | have no further re-
quests for time and | yield back the
balance of my time.

Mr. MCcHUGH. Mr. Speaker, may | in-
quire of the Chair how much time is re-
maining?

The SPEAKER pro tempore (Mr.
SUNUNU). The gentleman from New
York (Mr. McHUGH) has 7 minutes re-
maining.

Mr. McHUGH. Mr. Speaker, | yield
3¥s2 minutes to the gentleman from
Florida (Mr. MILLER), another member
of the Florida delegation that has been
SO supportive in this effort, and also |
might add the sometimes the winter
Congressman of my mother, who visits
from New York State. So we particu-
larly appreciate his support.

Mr. MILLER of Florida. Mr. Speaker,
I wish to rise in strong support of the
H.R. 170, the Deceptive Mail Preven-
tion and Enforcement Act and thank
the gentleman from New York (Mr.
MCcHuUGH) and also the gentleman from
New Jersey (Mr. LoBIoNnDO) for their
support in bringing this legislation to
the floor today.

This legislation will help protect
Americans from deceptive sweepstakes
mailings and other types of deceptive
mailings. This is one of the most im-
portant consumer issues to come before
the 106th Congress, and | view H.R. 170
as one of the Committee on Govern-
ment Reform’s major accomplishments
this year. It is a good bill that all my
colleagues, Republicans, Democrats,
liberals, conservatives and moderates
can support.

Several bills concerning deceptive
sweepstakes mailings, including H.R.
170, have been introduced in this Con-
gress. Most of my colleagues have prob-
ably heard from constituents who have
been victims of these deceptive sweep-
stakes mailings, and this is particu-
larly true with seniors. And with the
large number of seniors in my district,
this is a very important piece of legis-
lation, because their stories are heart-
breaking.

This is a serious problem that Con-
gress needs to address. And because the
postal service is an entity of the Fed-
eral Government, Congress has the
legal means and the duty to strengthen
the law against fraudulent mailings.
And let me say at the outset that not
all sweepstakes mailings are deceptive.
Promoters of legitimate sweepstakes
have nothing to fear from this legisla-
tion.

In August, the General Accounting
Office testified before the Sub-
committee on Postal Service of the
Committee on Government Reform
that data has been collected to suggest
that consumers were having substan-
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tial problems with deceptive mail. The
Federal Trade Commission, the Amer-
ican Association of Retired Persons,
the National Consumers League also
testified on their research in this area
and the need for reform to protect con-
sumers.

The Chief Postal Inspector testified
on the Postal Inspection Service’s need
for subpoena power and other addi-
tional powers to combat fraudulent
mailings. Representatives of the mar-
keters, who send sweepstakes mailings,
also testified before the subcommittee.
And | think the gentleman from New
York (Mr. McHuUGH) has done a great
job of producing a bill that reflects
input from all the diverse points of
view.

H.R. 170 requires sweepstakes mail-
ings to clearly and conspicuously dis-
play statements informing consumers
that no purchase is necessary to enter
the sweepstakes, and that making a
purchase or purchases will not increase
their chances of winning. | believe this
is very important. Because the problem
often is that consumers spend large
sums of money to order products they
do not need all in the mistaken belief
that this will increase their chances of
winning. It does not. If consumers wish
to purchase a product or products, fine,
but they need to be made fully aware
that this bears no relation to the odds
of winning.

With respect to their odds of win-
ning, H.R. 170 requires this be clearly
disclosed as well. Further, any check
facsimile must include a statement on
the check itself that it is nonnego-
tiable and has no cash value. H.R. 170
also strengthens existing laws regard-
ing government look-alike mailings.

H.R. 170 grants the Postal Service ad-
ditional authority to combat fraudu-
lent sweepstakes mailings and civil
penalties for fraudulent mailings also
are significantly increased.

This legislation does not preempt
more restrictive State laws in this
area. A number of State Attorneys
General, including the Indiana Attor-
ney General, has been working very
hard on behalf of victims of fraudulent
sweepstakes. It is my hope that all my
colleagues will support H.R. 170.

Mr. MCHUGH. Mr. Speaker, | yield 3
minutes to the gentleman from Ohio
(Mr. LATOURETTE). And | should hasten
to add, having just heard from one of
the newest members of the Sub-
committee on Postal Service, the gen-
tleman from Florida (Mr. MILLER), we
now have the opportunity to hear from
one of the more senior members, and
certainly one of the most active mem-
bers on the subcommittee, not just on
this legislation but on the broad expan-
sion of issues that we deal with. | am
delighted he is able to join us on the
floor today to make comments on this
initiative.

(Mr. LATOURETTE asked and was
given permission to revise and extend
his remarks.)

Mr. LATOURETTE. Mr. Speaker, |
thank the chairman for the kind words,
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and | rise in strong support of H.R. 170,
the Honesty in Sweepstakes Act of
1999.

I want to thank and congratulate my
friend, the gentleman from New Jersey
(Mr. LoBIoNDO) and also congratulate
the chairman of the subcommittee, the
gentleman from New York (Mr.
MCcHUGH), and the ranking member, the
gentleman from Pennsylvania (Mr.
FATTAH), for their diligence in ensuring
that Americans, and the elderly in par-
ticular, are protected from unscrupu-
lous and deceptive mailings.

The need for this legislation, Mr.
Speaker, was illustrated to me rather
clearly this year when we conducted a
survey in our district called ‘“‘Oper-
ation Senior Sweep.” The project
proved to me that seniors are ruth-
lessly targeted by these companies, and
the more they respond the more mail-
ings they received. The highly person-
alized mailings often lead folks to be-
lieve they have won something when
they have not. And there is also strong
evidence that people believe their
chances of winning increase if they
purchase something. Often the dis-
claimers are buried in very fine print.

We found, for instance, one Reader’s
Digest sweepstakes that carried a 2
million prize. The odds of winning, bur-
ied in very tiny type, were one in 199
million. Mr. Speaker, the odds of hav-
ing quintuplets in this country are one
in 85 million. My grandmother, at 89, is
more likely to have quintuplets than
she is to win the Reader’s Digest
sweepstakes.

It is obviously the legislation au-
thored by the gentleman from New Jer-
sey (Mr. LOBIONDO) is needed, and it is
also clear that some companies know
the jig is up when it comes to their de-
ceptive mailings. | will submit for the
RECORD a letter dated September 17,
1999. This letter was received by the el-
derly sister of a woman who lives in
my district. It is from the Time Cus-
tomer Service and, in effect, the com-
pany says it cannot process the wom-
an’s order for Time because she has al-
ready ordered too many magazines and
books through a sweepstakes.

This is a staggering admission of
wrongdoing on Time’s part, | believe.
But, unfortunately, this corporate good
Samaritan act is way too late to help
this elderly woman. One less magazine
subscription is not going to help her.
She has already lost everything she has
owned and saved on sweepstakes.

I also noticed on the plan yesterday a
news story about the company that
holds the American Family Publishers
sweepstakes contests. It announced
Friday that it has filed for Chapter 11
bankruptcy after being sued so many
times over deceptive and misleading
mailings. This is a sweepstakes, Mr.
Speaker, that is pitched by celebrity
spokesmen Ed McMahon and Dick
Clark.

Mr. Speaker, | do not know what Ed
McMahon has planned for New Year’s
Eve, but | do hope that Dick Clark wel-
comes the new year and the millen-
nium by dropping the ball on American
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Family Publishers. Mr. Clark should
save his good reputation, stick to
American Bandstand and ditch Amer-
ican Scamstand.

Mr. McHUGH. Mr. Speaker, | yield
myself such time as | may consume.

As we have heard here today, this bill
truly is the product of bipartisanship
and it started with the gentleman from
California (Mr. CoNDIT) and the gen-
tleman from New Jersey (Mr.
LoBIoNDO) and their work, and | think
carried through with the support of the
gentleman from Indiana (Mr. BURTON),
the chairman of the Committee on
Government Reform, and the ranking
member of the full committee, the gen-
tleman from California (Mr. WAXMAN),
as well as the gentleman from Pennsyl-
vania (Mr. FATTAH) and the gentleman
from Illinois (Mr. DAvis), and all the
members on both sides of the aisle.

So this is, as we have heard repeat-
edly, a bill whose time has come. | urge
all our colleagues to join us in sup-
porting it.

Mr. LANTOS. Mr. Speaker, | rise today in
strong support of H.R. 170, the “Honesty in
Sweepstakes Act of 1999.” This legislation will
curb the devastating effects of one of the most
troubling consumer abuses—deceptive and
misleading sweepstakes and other mass mail
promotions. This legislation will help end this
horrendous practice which has been dev-
astating financially and emotionally to many
seniors and other individuals on limited budg-
ets.

Mr. Speaker, millions of Americans receive
sweepstakes letters each year that use decep-
tive marketing ploys to encourage the pur-
chase of magazines and other products. Many
of my constituents, especially seniors, regu-
larly receive these offers for products in the
mail that include extravagant promises of
money and prizes in order to entice them to
make unnecessary and unneeded purchases.

Some common ploys used by unscrupulous
mailers include “promises” of huge winnings
printed in large type and other enticements
such as “immediate response required—$1
million cash payment pending.” While these
promises scream out in bold letters, the real
details and conditions are hidden in fine print
at the bottom of the last page where it is hard
to find and particularly hard for seniors to
read.

Mr. Speaker, each year millions of con-
sumers nationwide are deliberately misled into
believing that they have won or are likely to
win a sweepstakes, when, in fact, they have
neither won, nor are they likely to win. The
Honesty in Sweepstakes Act requires that all
mailings which offer prizes through games of
chance clearly state that the recipient has not
automatically won.

Another disgusting and deceptive method,
Mr. Speaker, is sending mailings which con-
tain slips of paper which are deceptively print-
ed to look like cashier's checks, but which are
actually worthless. These marketing tactics un-
fairly prey on people’s hopes and dreams.
H.R. 170 requires that all sweepstakes mail-
ings that contain look-like cashier's checks
prominently display that the check itself is
non-negotiable and has no cash value.

One deceptive practice which | find particu-
larly offensive is sending mailings which are
designed to look like a mailing from a Federal
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government agency. Seniors have been par-
ticularly vulnerable to these tactics, because
they are generally more trusting of these mail-
ings. H.R. 170 would prohibit mailings that
suggest that they are sanctioned by or con-
nected with the federal government.

Mr. Speaker, H.R. 170 also requires compa-
nies that send sweepstakes or “skill contests”
through the mail to establish a natification sys-
tem, similar to the “do not call” lists of tele-
marketers under which consumers can call a
toll-free number to be removed from mailing
lists. The legislation also requires that all
sweepstakes mailings contain information
about the existence of such “do not mail” lists
and how a consumer can place his or her
name on such a list. | am pleased that the bill
will also permit individuals who receive a fol-
low-up mailing after they have requested that
their names be removed from a mailing list to
sue sweepstakes companies in state court for
violation of this law.

Mr. Speaker, many consumers spend thou-
sands of dollars each year on deceptive
sweepstakes mailings, often spending their life
savings without ever winning anything. H.R.
170 will help to protect consumers from un-
scrupulous operators of deceptive sweep-
stakes scams and will help end many of the
most abusive practices of the sweepstakes in-
dustry. | urge my colleagues to vote in favor
of this important legislation.

Mr. MCHUGH. Mr. Speaker, | have no
further requests for time, and | yield
back the balance of my time.

The SPEAKER pro tempore. The
question is on the motion offered by
the gentleman from New York (Mr.
MCHUGH) that the House suspend the
rules and pass the bill, H.R. 170, as
amended.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the bill,
as amended, was passed.

A motion to reconsider was laid on
the table.

SUPPORTING NATIONAL CIVILITY
WEEK

Mrs. BIGGERT. Mr. Speaker, | move
to suspend the rules and agree to the
resolution (H. Res. 324) supporting Na-
tional Civility Week, Inc., in its efforts
to restore civility, honesty, integrity,
and respectful consideration in the
United States.

The Clerk read as follows:

H. RES. 324

Whereas our civilization is founded upon
the values of honesty, courtesy, and respect-
ful consideration among its citizens;

Whereas we seek to teach and reaffirm
these fundamental values of civility;

Whereas a lack of civility in recent years
has become frighteningly apparent, as seen
in media tales of road rage and school vio-
lence, of personal deceit and public corrup-
tion;

Whereas common courtesy has become be-
wilderingly uncommon;

Whereas a large part of many Americans’
behavior can be traced to a failure to honor
the codes of civil conduct that have governed
society for many generations;

Whereas the teaching of courtesy has de-
clined while the celebration of vulgarity and
effrontery has increased;
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Whereas many Americans have ceased to
honor the good examples that surround
them;

Whereas in this context, too many people
find it easy to manifest disrespect for other
age groups, races, and religions;

Whereas National Civility Week, Inc. is a
nonpartisan and nonprofit corporation de-
voted to reintroducing civility in our Nation;

Whereas National Civility Week, Inc. has
encouraged the establishment of Civility
Weeks in a number of states in an effort to
reaffirm society’s commitment to adhere to
well-established rules of civil conduct;

Whereas National Civility Week, Inc. will
honor those who practice common decency
and simple honesty; and

Whereas National Civility Week, Inc. will
draw attention to the behaviors and stand-
ards that we respect as a people, and will cel-
ebrate the conduct that ties together the
threads of our social fabric: Now, therefore,
be it

Resolved, That the House of Representa-
tives supports these efforts to restore civil-
ity, honesty, integrity, and respectful con-
sideration in the United States.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentlewoman from
Ilinois (Mrs. BIGGERT) and the gen-
tleman from California (Mr. LANTOS)
each will control 20 minutes.

The Chair recognizes the gentle-
woman from lllinois (Mrs. BIGGERT).

GENERAL LEAVE

Mrs. BIGGERT. Mr. Speaker, | ask
unanimous consent that all Members
may have 5 legislative days in which to
revise and extend their remarks on the
resolution under consideration.

The SPEAKER pro tempore. Is there
objection to the request of the gentle-
woman from lllinois?

There was no objection.

Mrs. BIGGERT. Mr. Speaker, | yield
myself such time as | may consume.

Mr. Speaker, | rise in support of
House Resolution 324, supporting Na-
tional Civility Week. | would like to
thank the distinguished chairman of
the House Committee on Government
Reform, the gentleman from Indiana
(Mr. BURTON), who recognized the im-
portance of this measure and assured
its consideration today on the House
floor. | also want to express my appre-
ciation to the gentleman from Cali-
fornia (Mr. LaNTOS) for introducing
this important legislation as well.

This resolution provides an oppor-
tunity for all of us to reflect upon the
changing nature of our culture and its
increasing lack of civility. In 1998,
former Secretary of Education William
Bennett and former Senator Sam Nunn
of Georgia collaborated on an assess-
ment of our Nation’s civic health.
After reviewing rates of volunteerism
and other forms of civic participation,
they concluded that civility among the
American people has declined dramati-
cally in recent decades.

We do not need to look too far to un-
derstand that this lack of civility is
permeating our political discussion. In
the first papers of The Federalist, the
author expressed hope that Americans
might establish good government
through reflection and choice. In con-
trast to what later essays in The Fed-
eralist would call the heat and violence
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of faction, the founders hoped that our
government would come to reflect the
deliberate sense of the community.

Too frequently today this body’s de-
liberations represent the violence of
faction through partisan posturing.
Too often in our deliberations we hear
accusations and innuendo. The occa-
sional lack of civility in this body re-
flects what is happening to our culture
in a broader sense. As a society, we
have become detached from and, in
many ways, no longer honor the tradi-
tional codes of civil conduct.

Reattaching ourselves to a system
that honors decency and promotes
common courtesy is one of the most
important things we can do. This rec-
ognition of National Civility Week,
while a small gesture, provides an op-
portunity to reaffirm the importance
of civility in our culture as well as in
this body’s political deliberations. It
can provide additional impetus to the
bipartisan congressional retreats we
hold each year at Hershey and elevate
the quality and civility of our political
discussions.

I am pleased to have the opportunity
to offer this legislation for consider-
ation, and trust that it will draw atten-
tion to behaviors and standards that
we ought to expect but do not always
practice. When | was elected to this
body, | pledged to work to restore faith
in government through honesty, de-
cency, and personal responsibility.
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We must hold ourselves to a higher
standard, not a lower one, that we ex-
pect of other people. | encourage my
colleagues to support this resolution.

Mr. Speaker, | reserve the balance of
my time.

Mr. LANTOS. Mr. Speaker, | yield
myself such time as | may consume.

Mr. Speaker, | first wanted to thank
many of my colleagues who have
worked on this legislation: The gen-
tleman from Indiana (Chairman BUR-
TON), chairman of the Committee on
Government Reform; the gentleman
from California (Mr. WAXMAN), the
ranking Democrat; the gentleman from
Florida (Mr. SCARBOROUGH), the chair-
man of the Subcommittee on Civil
Service; and the gentleman from Mary-
land (Mr. CUMMINGS), the ranking
member.

| particularly want to thank my
friend and distinguished colleague, the
gentlewoman from Illinois (Mrs.
BIGGERT), for managing this legisla-
tion. Although she has been with us
only a short time, she has brought a
great deal of civility to this body for
which we are deeply grateful.

I also want to thank our colleagues
who have been the principal cosponsors
of this legislation, the gentleman from
Illinois (Mr. LAHooD) and the gen-
tleman from Ohio (Mr. SAWYER).

As my colleague the gentlewoman
from Illinois (Mrs. BIGGERT) has al-
ready indicated, these two colleagues
have been committed to increasing the
civility here within this House. They
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have been the leading force behind our
biannual retreats in an effort to im-
prove personal relations among col-
leagues here in this body.

Their commitment to improving re-
lations between Members is fully con-
sistent with the purpose of this resolu-
tion that we are considering today. |
am grateful for their enthusiastic sup-
port.

Mr. Speaker, a student-created and
student-run nonprofit organization,
National Civility Week, Incorporated,
deserves our support to restore civility,
honesty, integrity, and respectful con-
sideration in the United States.

Our civilization, Mr. Speaker, is
founded upon and cannot function
without the values of honesty and
courtesy and respectful consideration
among its citizens. As parents and
grandparents, we seek to teach and re-
affirm these fundamental values of ci-
vility. But unfortunately, the lack of
civility in recent years has become
frighteningly apparent, as seen in road
rage and school violence, personal de-
ceit, and public corruption.

Common courtesy has become bewil-
deringly uncommon. A large part of
many Americans’ behavior can be
traced to a failure to honor the codes
of civil conduct that have governed
other societies for so many genera-
tions. The teaching of courtesy has de-
clined, while the celebration of wvul-
garity and effrontery have increased.

Many Americans have ceased to
honor the good examples that surround
them. In this context, too many people
find it easy to manifest disrespect for
other age groups, other races, other re-
ligions. National Civility Week, Incor-
porated, is a nonpartisan and nonprofit
corporation which is devoted to re-
introducing civility to our Nation.

It honors those who practice common
decency and simple honesty. It draws
attention to the behaviors and stand-
ards that we respect as a people and
celebrates the conduct that ties to-
gether the threads of our social fabric.

I strongly urge all of my colleagues
to support this resolution.

Mr. Speaker, | reserve the balance of
my time.

Mrs. BIGGERT. Mr. Speaker, | have
no other speakers and | reserve the bal-
ance of my time.

Mr. LANTOS. Mr. Speaker, | yield
myself such time as | may consume.

Mr. Speaker, in conclusion, | want to
pay tribute to the young founder of
this organization, Ms. Charity
Tillemann-Dick, for her outstanding
efforts in bringing this measure to our
attention.

I urge my colleagues to support the
resolution.

Mr. Speaker, | yield back the balance
of my time.

Mrs. BIGGERT. Mr. Speaker, | yield
myself the balance of my time.

Mr. Speaker, House Resolution 324
provides a wonderful opportunity to
strengthen the character and manner
of our public and political delibera-
tions, as well as to improve the way we
treat each other.

H11249

Congress should seize this oppor-
tunity to lead by example. Not only
should we pass House Resolution 324,
celebrating National Civility Week,
but we should provide on a daily basis
the examples of civil speech and con-
duct that contribute to the rule of rea-
son and show the American public that
civility does count.

I congratulate the gentleman from
California (Mr. LANTOS) for sponsoring
this fine legislation. I am proud to
bring it to the floor and ask for the full
support of all Members on this resolu-
tion.

Mr. Speaker, | yield back the balance
of my time.

The SPEAKER pro tempore (Mr.
SHIMKUS). The question is on the mo-
tion offered by the gentlewoman from
Ilinois (Mrs. BIGGERT) that the House
suspend the rules and agree to the reso-
lution, House Resolution 324.

The question was taken; and (two-
thirds having voted in favor thereof)
the rules were suspended and the reso-
lution was agreed to.

A motion to reconsider was
the table.

laid on

NOTICE OF INTENTION TO OFFER
A RESOLUTION PRESENTING A
QUESTION OF THE PRIVILEGES
OF THE HOUSE
Mr. VISCLOSKY. Mr. Speaker, pur-

suant to clause 2(a)(1) of House Rule

1X, | rise to give notice of my intent to
present a question of privilege to the

House expressing the sense that its
rights and integrity have been im-
pugned.

The SPEAKER pro tempore. Will the
gentleman state the form of his resolu-
tion.

Mr. VISCLOSKY. Mr. Speaker, the
form of the resolution is as follows:

Calling upon the President to abstain from
renegotiating international agreements gov-
erning antidumping and countervailing
measures.

Whereas under Article I, Section 8 of the
Constitution, the Congress has power and re-
sponsibility with regard to foreign commerce
and the conduct of international trade nego-
tiations;

Whereas the House of Representatives is
deeply concerned that, in connection with
the World Trade Organization Ministerial
meeting to be held in Seattle, Washington,
and the multilateral trade negotiations ex-
pected to follow, a few countries are seeking
to circumvent the agreed list of negotiation
topics and reopen debate over the WTO’s
antidumping and antisubsidy rules;

Whereas strong antidumping and
antisubsidy rules are a cornerstone of the
liberal trade policy of the United States and
are essential to the health of the manufac-
turing and farm sectors of the United States;

Whereas it has long been and remains the
policy of the United States to support its
antidumping and antisubsidy laws and to de-
fend those laws in international negotia-
tions;

Whereas the current absence of official ne-
gotiating objectives on the statute books
must not be allowed to undermine the Con-
gress’ constitutional role in charting the di-
rection of United States trade policy;

Whereas under present circumstances,
launching a negotiation that includes anti-
dumping and antisubsidy issues would affect
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the rights of the House and the integrity of
its proceedings;

Whereas opening these rules to renegoti-
ation could only lead to weakening them,
which would in turn lead to even greater
abuse of the world’s open markets, particu-
larly that of the United States;

Whereas, conversely, avoiding another di-
visive fight over these rules is the best way
to promote progress on the other, far more
important issues facing the WTO members;
and

Whereas it is, therefore, essential that ne-
gotiations on these antidumping and
antisubsidy matters not be reopened under
the auspices of the WTO or otherwise:

Now, therefore, be it resolved, That the
House of Representatives calls upon the
President:

(1) not to participate in any international
negotiation in which antidumping or
antisubsidy rules are part of the negotiating
agenda;

(2) to refrain from submitting for congres-
sional approval agreements that require
changes to the current antidumping and
countervailing duty laws and enforcement
policies of the United States; and

(3) to enforce the antidumping and coun-
tervailing duty laws vigorously in all pend-
ing and future cases.

The SPEAKER pro tempore. Under
rule IX, a resolution offered from the
floor by a Member other than the ma-
jority or the minority leader as a ques-
tion of the privileges of the House has
immediate precedence only at a time
designated by the Chair within 2 legis-
lative days after the resolution is prop-
erly noticed.

Pending that designation, the form of
the resolution noticed by the gen-
tleman from Indiana (Mr. VISCLOSKY)
will appear in the RECORD at this point.

The Chair will not at this point de-
termine whether the resolution con-
stitutes a question of privilege. That
determination will be made at the time
designated for consideration of the res-
olution.

Mr. VISCLOSKY. Mr. Speaker, | ask
to be heard at the appropriate time on
the question of whether this resolution
constitutes a question of privilege.

The SPEAKER pro tempore. The
Chair just stated that the gentleman
will be notified.

EXPRESSING SUPPORT OF CON-

GRESS FOR INCREASING PUBLIC
PARTICIPATION IN DECENNIAL
CENSUS

Mr. MILLER of Florida. Mr. Speaker,
I move to suspend the rules and agree
to the concurrent resolution (H. Con.
Res. 193) expressing the support of Con-
gress for activities to increase public
participation in the decennial census.
The Clerk read as follows:
H. CoN. REs. 193

Whereas the decennial census is required
by article 1, section 2, clause 3 of the Con-
stitution of the United States;

Whereas, in order to achieve a successful
decennial census, the joint efforts of Federal,
State, and local government, and of other in-
stitutions, groups, organizations, and indi-
viduals will be needed;

Whereas the Bureau of the Census has im-
plemented a partnership program through
which a comprehensive outreach, education,
and motivation campaign is being carried
out to encourage all segments of the popu-
lation to participate in the upcoming census;
and
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Whereas it is fitting and proper that Con-
gress seek to promote the efforts of the Bu-
reau of the Census, and of the other afore-
mentioned institutions, organizations,
groups, and individuals to achieve a success-
ful decennial census: Now, therefore, be it

Resolved by the House of Representatives (the
Senate concurring), That the Congress—

(1) recognizes the importance of achieving
a successful decennial census;

(2) encourages State and local govern-
ments, community leaders, and all other par-
ties involved in this joint undertaking to
continue to work to ensure a successful cen-
Sus;

(3) reaffirms the spirit of cooperation that
exists between Congress and the Bureau of
the Census with respect to achieving a suc-
cessful census; and

(4) asserts this public partnership between
Congress and the Bureau of the Census to
promote the decennial census.

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from
Florida (Mr. MILLER) and the gentle-
woman from New York (Mrs. MALONEY)
each will control 20 minutes.

The Chair recognizes the gentleman
from Florida (Mr. MILLER).

(Mr. MILLER of Florida asked and
was given permission to revise and ex-
tend his remarks.)

Mr. MILLER of Florida. Mr. Speaker,
| yield myself such time as | may con-
sume.

GENERAL LEAVE

Mr. MILLER of Florida. Mr. Speaker,
I ask unanimous consent that all Mem-
bers may have 5 legislative days within
which to revise and extend their re-
marks on H. Con. Res. 193.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Florida?

There was no objection.

Mr. MILLER of Florida. Mr. Speaker,
| think it is very appropriate that we
take up this legislation immediately
following the legislation on civility.
This has been a very controversial
issue for the past several years, and
today we have an issue that with re-
spect to the census is something that
we on both sides of the aisle, | think,
will agree on.

Specifically, this important bipar-
tisan effort of Congress and the Census
Bureau is to join together in a partner-
ship to promote the census. In just
under 6 months, the Census Bureau will
undertake the largest peacetime mobi-
lization effort in this Nation’s history,
conducting the 2000 decennial census.
This massive undertaking deserves our
supﬁort at the local level.

The key to ensuring a successful cen-
sus that counts everyone in America is
outreach and promotion in every
neighborhood. Broad-based participa-
tion in the census must start from
within our communities. The Census
Bureau must make and use every effort
possible to promote participation in
the census.

Just last week, the gentlewoman
from New York (Mrs. MALONEY), the
ranking member of the subcommittee,
and | attended the Kick-off ceremony
for the 2000 Census advertising cam-
paign. The gentlewoman from New
York (Mrs. MALONEY) and | are hopeful
that this first ever advertising cam-
paign will help to reverse the trend of
decreasing mail response rates.
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Another important tool to be used by
the Census Bureau is the partnership
program. Without strong and effective
partnerships at the local level, we can-
not have a successful census. The fan-
ciest ad campaigns or sophisticated
computer programs will all fail if peo-
ple at the local level do not become in-
volved in the census.

The Census Bureau is in the process
of forming these important partner-
ships with thousands of groups, organi-
zations, and individuals from all sec-
tors of the population, both large and
small, ranging from Goodwill indus-
tries to local places of worship. It is
very appropriate that Congress join
with these groups across the Nation by
partnering with the Census Bureau.

These partnership programs are de-
signed to utilize resources and knowl-
edge of the local partners. And who
knows better the local area and prob-
lems the Bureau may face than the
Members of the House who work tire-
lessly for their 435 districts across the
Nation?

Moreover, the Members of this House
who work tirelessly for their districts
all have a vested interest in seeing that
their communities get the most accu-
rate count possible. We know what it
will take to have a successful census in
our districts. It just makes sense for
Congress to promote the census.

After all, the decennial census dis-
tributes billions of dollars in Federal
funds. Data users from demographers
to city planners, from businesses to
universities, will use census data to de-
termine their communities’ needs.

We, as representatives, owe it to our
constituents to make sure that they
receive the services they need. The best
way to do this is through promoting
participation in our districts. This is
not a Republican issue or a Democratic
issue. An accurate census is in every-
one’s best interest.

More often than not, Mr. Speaker,
when | have come to the floor, I have
raised serious concerns about the up-
coming census. The Census Bureau is
going to spend near $4.5 billion in this
fiscal year for the 2000 Census. This ef-
fort will require very vigorous over-
sight by the Subcommittee on the Cen-
sus. The subcommittee still has some
concerns about the Bureau’s plan and,
of course, this issue of the use of esti-
mation remains unresolved, ultimately
to be decided by the courts.

However, Mr. Speaker, there are Cen-
sus Bureau programs that every Mem-
ber of this body can feel comfortable
embracing, and the Congressional Part-
nership is one of those programs. My
staff and the staff of the gentlewoman
from New York (Mrs. MALONEY) have
been working very hard to make this
membership between the Bureau and
the House of Representatives a success.

Director Prewitt held briefings for
Members and explained the partnership
program and answered questions. | be-
lieve the Bureau has put together a



November 2, 1999

comprehensive set of activities that
Members can easily take back to their
district to increase public participa-
tion.

House Concurrent Resolution 193 is a
resolution that affirms a partnership
between the Census Bureau and the
House of Representatives. House Con-
current Resolution 193 recognizes the
importance of achieving a successful
census, encourages groups to continue
to work towards a successful census,
reaffirms our spirit of cooperation with
the Census Bureau, and asserts a public
partnership between Congress and the
Bureau of the Census.
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While we may have had our dif-
ferences in the past, the gentlewoman
from New York (Mrs. MALONEY) and |
have joined forces to introduce this
legislation that merits broad based bi-
partisan support. The decennial census
is a cornerstone of our democracy and
it is vital that all Members of Con-
gress, Republicans and Democrats
alike, publicly support activities to en-
hance public participation.

I would like to thank the gentle-
woman from New York and her staff
for their hard work in support of this
effort. | would also like to thank the
cosponsors. | encourage everyone to
vote for House Concurrent Resolution
193.

Mr. Speaker, | reserve the balance of
my time.

Mrs. MALONEY of New York. Mr.
Speaker, | yield myself such time as |
may consume.

I likewise would like to thank the
gentleman from Florida (Mr. MILLER)
for working in such a bipartisan man-
ner on this resolution. We have had our
differences in the past over the best
way to conduct the census, but | think
we both agree that now is the time to
put those differences behind us and to
get about conducting the most accu-
rate census we can, the massive oper-
ation of the 2000 census.

On a personal note, | must say that
regardless of our differences, it was
never personal, you have always been a
gentleman and | have enjoyed tremen-
dously working with you.

I am very happy to join the gen-
tleman from Florida in sponsoring
House Resolution 193, a resolution
which reaffirms the spirit of coopera-
tion between the Census Bureau and
Congress and establishes a public part-
nership between us. This partnership is
vital, because though the Bureau Iis
doing an excellent job in preparing for
the 2000 census, it truly is a huge un-
dertaking which deserves all the sup-
port we can give it. Just to give Mem-
bers an idea of the scale of the 2000 cen-
sus, it will be the largest peacetime
mobilization ever conducted by our
country. It will count approximately
275 million people in 120 million hous-
ing units across our Nation. In order to
carry out this massive operation, the
Census Bureau will have to process 1.5
million pieces of paper and it will have
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to do this in a very short time. To con-
duct the 2000 census, the Bureau will
have to fill more than 860,000 tem-
porary positions. This is more people
than are currently in the United States
Army.

In a very real sense, the 2000 census
has already begun. The forms are being
printed as we speak and transported
around the Nation. The media time for
the $160 million advertising campaign
is being bought even as we are right
here speaking. During the time when
the public will be filling out their cen-
sus forms and mailing them back, Feb-
ruary through mid March, the buy on
public television and on television in
general will be the third largest in the
Nation, preceded only by McDonald’s
and Burger King. It will be in 17 dif-
ferent languages in order to increase
awareness and participation in the cen-
sus 2000. The Bureau plans to open 520
local census offices. One hundred thirty
of those are already open. The remain-
ing 390 are leased and will be open on a
flow basis through the beginning of
next year.

Every Member of Congress needs to
do all they can to encourage this part-
nership with the 2000 census. | urge
Members to appoint a census liaison
person in their district offices to keep
them up to date on local census events.
Their offices will be getting a great
number of calls and inquiries once the
media begins to hit the public. | urge
Members to use their newsletters to in-
crease awareness of the census, to
produce public service announcements
for local cable and network television,
to participate in the openings of the
local census offices in their districts
and participate in other local census
events. These are just a few of many
ideas on how to promote the census in
your districts and to increase a more
accurate count.

One program that the Bureau has de-
veloped for the census, which is my
personal favorite, is the Census in the
Schools program. Recently, Rudy
Crew, who is the Chancellor of the New
York City school system, attended a
Census in the Schools program with me
in my district, and he pledged to make
it a priority in every classroom
throughout New York City. More than
50 percent of all those not counted in
1990 were young people, were children.
The Census in the Schools project aims
to help children learn what a census is
and why it is important to them that
their families and the community at
large participate. The program also
aims to increase participation in cen-
sus 2000 by engaging not only the chil-
dren but their parents so that they can
fill out census forms. It will also help
recruit teachers and parents to work as
census takers.

Mr. Speaker, State, local and tribal
governments as well as businesses and
nonprofit organizations have become
partners with the Census Bureau in an
effort to make the 2000 census the best
that we have ever had. The constitu-
tionally mandated census we take
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every 10 years is one of the most im-
portant civic rituals our Nation has. It
determines the distribution of political
and economic power in our country for
a decade. Over $189 billion per year in
Federal funds, that is over $2 trillion
over 10 years, will be distributed based
on census distribution formulas that
will build roads, assist day care cen-
ters, senior centers, public education,
public transportation and many, many
of the services that come into our dis-
tricts and into our local communities.
It is an important civic ceremony in
which every resident should partici-
pate. | urge every Member to actively
participate in making it a success.

Mr. Speaker, | reserve the balance of
my time.

Mr. MILLER of Florida. Mr. Speaker,
I yield 5 minutes to the gentleman
from Wisconsin (Mr. RYAN), a member
of the subcommittee.

Mr. RYAN of Wisconsin. Mr. Speaker,
I would like to thank the chairman of
the committee for yielding time.

| just want to say it is a pleasure to
serve on this committee with my fel-
low members, the gentleman from Illi-
nois (Mr. DaAvis), the gentlewoman
from New York (Mrs. MALONEY), the
gentleman from Florida (Mr. MILLER)
and the others as well. We do disagree
on methodology from time to time on
this issue but clearly in this realm we
do not disagree, we all stand united for
passage of this resolution and here is
why. We as Members of Congress are in
a very unique position to promote the
census. As the prior speakers had men-
tioned, the census is an extraordinarily
important civic demonstration which
has so much consequences in each of
our districts, not just on whether or
not we are accurately counted for or
not but on Federal funding formulas,
on redistribution of certain formulas
that go back to our districts. We do not
want to live with inaccurate data for 10
years. But we can make a difference in
our districts. That is why | ask all of
my colleagues to get involved in this.

In my district, we have a key person
in our district office working on a cen-
sus plan. I am traveling the district
with another Democratic Member of
the Congress the gentleman from Wis-
consin (Mr. BARRETT) later on this year
to do a bipartisan promotion of the de-
cennial census.

Here are some of the examples that
any Member of Congress can do to pro-
mote the census in their area:

As mentioned before, we can use our
congressional newsletters or websites
to increase awareness of the upcoming
census and what it means to our com-
munities. We can conduct or partici-
pate in town hall meetings that empha-
size participation in the census. We can
support local Complete Count Commu-
nities and other community-based
partnerships, something that | am very
much involved in back home. We can
produce and air public service an-
nouncements that can be used for local
TV, radio and print media outlining
uses of census data, confidentiality
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guarantees and employment opportuni-
ties. We can conduct walking tours and
census awareness day activities in
hard-to-count communities. We can
visit local census offices and training
sites to show support for local workers
and emphasize the importance of the
work they will do for their commu-
nities. We can form alliances with local
and tribal governments and businesses
to promote the importance of the work
they will do for their communities.
Participate in Census in the Schools fo-
rums to encourage local educators and
administrators to use the Census in the
Schools materials and raise awareness
in the schools. We can participate in
the grand opening of local census of-
fices. Encourage local businesses to
promote the 2000 census and sponsor
census activities.

I know that is a mouthful, but it is
very convenient, as the Census Bureau
has given to each of our offices this
handy little kit. It is called the Con-
gressional Partnership Toolkit. This is
available in every Member’s office. |
am sure my colleagues can get addi-
tional copies of this. It has very easy
to use, digestible forms that we can use
to put together plans in our own con-
gressional districts to promote the cen-
sus. The point is, we have a responsi-
bility as Members of Congress to pro-
mote the census on behalf of our own
constituents so that we are counted for
fully in our congressional districts.
There is a plan and there is a way to do
this. It is a wonderful opportunity for
those of us to get to know other people
in our congressional districts, to get
government officials working together,
to get communities working together.
This census is a wonderful civic dem-
onstration.

| encourage every Member of Con-
gress, take a look at this Congressional
Partnership Toolkit, made available
for us from the Census Bureau, take a
look at it, get your offices involved in
it, work with other Members of Con-
gress in your delegation across the
aisle. This is something that we can
work to improve so that everyone is
counted for in the next census. It is a
wonderful celebration of democracy
that we have to take very seriously
here. | encourage all of my colleagues
to take this issue very, very seriously.

I would like to thank the gentle-
woman from New York and the gen-
tleman from Florida for their leader-
ship on this issue.

Mrs. MALONEY of New York. Mr.
Speaker, | yield 3 minutes to the gen-
tleman from Illinois (Mr. DAvis), the
distinguished member of the Sub-
committee on Census. For the past 2
years he has worked selflessly, consist-
ently and with great dedication on any
and every census issue. | thank the
gentleman for his leadership. We all in
this body on both sides appreciate all
of his hard work.

Mr. DAVIS of Illinois. Mr. Speaker, |
would like to take this opportunity to
first of all commend and congratulate
the gentleman from Florida (Mr. MiL-
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LER) and the gentlewoman from New
York (Mrs. MALONEY) for not only the
legislative work that they have done in
terms of trying to make sure that we
have adequate resources for the census
but also for the tremendous individual
work that they have done to try and
make sure that we have a fair, accu-
rate and complete count of all the peo-
ple in the United States of America.
And so | commend and congratulate
both of them.

Mr. Speaker, as a member of the Sub-
committee on Census, | am pleased
today to rise in support of this resolu-
tion urging a public and private part-
nership of the participation in the de-
cennial census. As census day rapidly
approaches, it is important for commu-
nities to work with the Census Bureau
and urge people to participate.

There are several things we can do
across the country, no matter where we
are, no matter where we live, no mat-
ter where we come from to urge par-
ticipation in the 2000 census. Among
these many things include forming a
complete count committee, a cross-sec-
tion of community representatives
working to design and implement a lo-
calized census 2000 outreach and pro-
motion program. In the Seventh Con-
gressional District of Illinois, | have
formed such a committee. They are
busy working to ensure full participa-
tion. | want to thank Reverend Johnny
Miller and Reverend C.L. Sparks for
taking the leadership in this effort. We
have the Census in the Schools pro-
gram under way. | want to thank Su-
perintendent Paul Vallas and all of the
schools not only in Chicago but
throughout my district in the suburban
communities of Oak Park, Maywood,
Bellwood and Broadview as well.

In addition, we can encourage local
businesses, organizations, churches, so-
rorities and fraternities to get involved
by providing information through their
businesses, calendars, newsletters and
church bulletins. An accurate census
could ensure fair representation in
Federal, State and local governments.
An accurate census could mean an
extra senior citizen facility or a school.

Thus, | urge communities to form a
partnership with the Census Bureau
and let us work together to ensure full
participation in the 2000 census. I am
pleased to support this resolution.
Again, | commend the gentleman from
Florida and the gentlewoman from New
York. | also want to commend the
chairman of the Hispanic Caucus on
the Census, the gentleman from Texas
(Mr. GoNzALEZ), and the chairman of
the Black Caucus Committee on Census
for the outstanding work both of these
caucuses have done and are doing
throughout their communities in
America to try and make sure that we
get a fair, complete, honest count. Be-
cause if you are not counted, then you
do not count.

Mr. MILLER of Florida. Mr. Speaker,
| yield 5 minutes to the gentleman
from Indiana (Mr. SOUDER), another
member of the subcommittee.
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(Mr. SOUDER asked and was given
permission to revise and extend his
remarks.)
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Mr. SOUDER. Mr. Speaker, first |
will join with those praising our chair-
man, the gentleman from Florida (Mr.
MILLER), who stuck with this through
good times and tough times, as well as
the ranking Democrat on the com-
mittee, the gentlewoman from New
York (Mrs. MALONEY), because it has
really been a struggle at times, and
then, as has been pointed out here,
there are things we agree on.

Whatever the court in the end rules
on | believe is guessing, and | believe
they will rule to uphold the Constitu-
tion, but every Member of this body,
Republican or Democrat, has a stake in
making sure that this count is as com-
plete as possible within our districts,
because if the court rules, as | think
they will, that you cannot guess and
you have to have a real count, every-
body needs to make sure that their
count is actual and does not miss the
hard-to-reach population. If it is going
to be estimated, the estimates will
come off of a real count, because ulti-
mately that is how estimating is done
as well.

So it is important that every Member
get directly involved in every aspect of
this. My office has, unfortunately, been
involved on a couple of points early on
that shows the difficulty of doing the
census and why every Member should
be paying attention.

Fort Wayne, Indiana, has undergone
an aggressive annexation program, un-
like many other cities. The Census De-
partment still does not have the right
maps in the hands of our counters. In
fact, their recent estimate of popu-
lation, | forget the actual number, is
around 30,000 off. Now, 30,000 may not
be a big number to Chicago or Los An-
geles, but it is a huge number to Fort
Wayne, Indiana; and it is inconceivable
to me at this late date we are still hav-
ing trouble with the maps. It has been
important for our office to stay in-
volved to back up our local census
workers who are very concerned about
the lack of accurate maps.

I have also been involved, and we had
a great visit with the regional adminis-
trators from Chicago who came into
Fort Wayne and met with Reverend
Humphries and our local citizen group,
because we have another problem. Who
is going to go door to door? Where are
the workers going to come from? What
type of people are they going to be?

The two places they are doing the
interviews are, in fact, suburban. The
undercounted populations are gen-
erally minority, hard-to-reach popu-
lations, sometimes homeless, some-
times illegal immigrants who also get
counted in the census and are impor-
tant to each one of our districts.

You need to have people in the com-
munity organizations who live in that
community who can go and reach them
and get them to cooperate with the
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census, because in fact the mail-out
will have a decent response, but, ulti-
mately, particularly in the hard-to-
count areas, the door-to-door response
and the community organization re-
sponse is critical. To do that, you need
people from within that community.

As a Member of Congress, you know,
me going door to door in the urban cen-
ter of Fort Wayne, | might have some
success. But I will tell you what, there
is going to be a lot more success if it is
an African-American locally based
group or Hispanic group or whatever
group is in a given area going door to
door in these programs, and the Census
Bureau needs to take that into ac-
count; and you need to help hold them
accountable that they are working to
where they can get, because sometimes
it is hard to recruit and hard to make
those people comfortable in coming to
work for the Government. If you only
do your interviews for employees out
in the suburbs, that is who you are
going to get.

So hopefully as Members of Congress,
not only do the schools and census
show up at your local Census Bureau to
try to support those workers there, to
encourage them in what is a very dif-
ficult job, because many people in fact
fear that this census is far more intru-
sive than it is. It takes 5 to 10 minutes,
unless you have a long form, which is a
whole different ball game and not what
we are doing here. The short form is
only 5 to 10 minutes, but it scares peo-
ple off.

Unless you get involved in supporting
and encouraging these people, they are
going to get demoralized. If they get
sloppy, it is each Member of Congress
and the people who live in their dis-
tricts that lose, because our districts
will be undercounted; and we have a
stake not only for the representation,
for the potential as it relates indirectly
to grants and other prestige things re-
garding the size of your cities, but it
also relates to the total accumulation
in your State in how many Congress-
men you have representing you.

For example, there are a number of
States right on the bubble that could
lose a Congressman if they have an
undercount. In other words, you could
lose part of your right to vote in your
State merely because you did not par-
ticipate in the census and because your
Member of Congress did not help with
the count.

We each have a deep stake in this,
our communities have a stake in this,
the churches do, the people in our dis-
tricts do; and | encourage each Member
to do what they can to get a fair, accu-
rate, and complete count.

Mrs. MALONEY of New York. Mr.
Speaker, | yield myself such time as |
may consume.

Mr. Speaker, | thank the gentleman
from Indiana (Mr. SOUDER) for his com-
ments. The gentleman rightly pointed
out that participating in the census is
merely 10 minutes at most every 10
years, so every resident in our country
should, at the very least, give 10 min-
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utes every 10 years to be part of this
important civic ceremony of the census
2000.

Mr. Speaker, | yield 2 minutes to the
gentlewoman from Florida (Mrs.
MEEK), the distinguished leader of the
Census Task Force for the Black Cau-
cus, who earlier this year hosted, along
with the gentleman from Florida (Mr.
MILLER), a hearing in Florida on the
census. The gentlewoman has been a
consistent and strong voice of support
for the Census Bureau and the census,
and | thank the gentlewoman for her
leadership.

Mrs. MEEK of Florida. Mr. Speaker, |
rise in very strong support of this reso-
lution that has been brought to the
floor by the gentlewoman from New
York (Mrs. MALONEY) and the gen-
tleman from Florida (Mr. MILLER),
with whom | have worked from the
very beginning on the census. Each of
them has worked assiduously through-
out this time to be sure that we get to
the place we are now. They are telling
us now that they have worked very
hard, that Congress has stepped for-
ward, and now the ball is in our court,
that is, each one of us as Members have
our job to do.

This resolution expresses the support
of Congress for activities to increase
public participation in our census.
That is very important. All this | think
is good and it is very fine, but both
Members here who introduced this res-
olution have helped me all along in
trying to get a bill passed here in the
Congress, a real census bill in addition
to the resolution which we are going to
pass today. So this real census bill
which they have tried to get passed and
to get brought to the floor presents a
very real and meaningful impact on
lowering the undercount of all people,
and that is the bill that was called H.R.
683, the Decennial Census Improvement
Act.

What it does, it says we have taken
the message that these two strong peo-
ple, the chairman and the ranking
member, are bringing to us today in a
resolution proposing that we hire wel-
fare recipients and that we hire indige-
nous people who live in these neighbor-
hoods so that they can help us come up
with a good count. Passage of this bill
will substantially increase the avail-
able core of community-based census
enumerators. When members of the
communities work as enumerators, we
maximize the chance that everyone
will be counted.

Let us keep up the good work of this
resolution, Mr. Chairman, and even go
farther and try our very best to get
H.R. 683 passed as well. | again want to
thank the ranking member and the
chairman.

Mrs. MALONEY of New York. Mr.
Speaker, | yield 2 minutes to the gen-
tleman from Texas (Mr. GONZALEZ), the
Chair of the Census Task Force in the
Hispanic Caucus, a new Member, a
freshman from the great State of
Texas. Already the gentleman has
brought new leadership and enthu-

H11253

siasm, a tremendous amount of dedica-
tion, and long hours really in reaching
out to the Latino community, which is
one of the largest undercounted com-
munities in America.

We know that 8.4 million people were
missed and that 4.4 million were count-
ed twice, and that a large number of
those were children and minorities. On
behalf of the subcommittee | want to
thank the gentleman for all he has
done. He has always been there, and he
has brought great leadership to this
issue.

Mr. GONZALEZ. Mr. Speaker, | rise
today in support of this resolution, and
again | wish to follow everybody else
and commend the chairman and the
ranking member of the subcommittee
on their fine work and the many hours
they have placed into this particular
project, which really is of great impor-
tance to every American and to every-
one on both sides of the aisle.

I think we can all agree, and the
speakers before me have pointed out,
we have reached a point where we
know we need to agree on the task at
hand, and that is education, awareness,
and participation.

What do | mean by that? We all know
that this outreach campaign will un-
derscore benefits of the census partici-
pation. We are going to explain to ev-
eryone that they have a vested interest
in responding to this census. The out-
reach campaign is the largest ever
aimed at increasing participation in
the national census. It includes part-
ners from nearly 30,000 community
groups, civic organizations, labor
unions, the Congress, Federal agencies
and corporations, as well as elected of-
ficials at the State, local and tribal
governmental levels.

What does it mean to me personally?
I do not want to occasion the same
mistakes that we had back in 1990 that
resulted in undercount in my State of
Texas of 500,000 residents, 250,000 of
which were Hispanic. | do not want
that same mistake repeated. | do not
want history to be repeated in my dis-
trict, where we missed 39,000 residents,
16,000 of which were children, enough
to fill 29 schools and to hire 1,000 teach-
ers.

They did not exist for the purpose of
the census, but we still had to teach
them; we still had to house them; we
still had to feed them. They partici-
pated in every program at the State,
local and, of course, national level; but,
for all intents and purposes, they did
not exist, and we cannot afford for that
to happen again.

Every Member in this House knows
their district better than anyone else,
so it is a unique challenge. But it is
also a unique opportunity to do our
fair share, our responsibility, and make
this the most accurate census in the
history of our Nation.

Mr. MILLER of Florida. Mr. Speaker,
I yield myself such time as | may con-
sume.

Mr. Speaker, we as representatives
bring a unique ability to the census to
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help make it the most accurate pos-
sible. There are 435 of us and each of us
represents a little different area. Sev-
eral that have spoken today each have
their own individual problems.

My district in Florida, Sarasota, and
Bradenton, in Florida, have large num-
bers of retirees. A lot of them are just
what we call ‘‘snow birds’ that come
down temporarily from northern
States. They live in mobile home
parks, they live in high-rise condos,
and they create a problem of how do we
count them.

We have, because of agriculture, a
certain number of immigrant migrant
workers that are hard to count. The
gentleman from Texas (Mr. GONZALEZ)
is close to the Mexican border. He has
a very difficult challenge to have peo-
ple counted.

The district of the gentlewoman from
New York (Mrs. MALONEY) is actually,
surprisingly, Manhattan, a very afflu-
ent area, but, again, a very difficult
area to count. Because of the high-rise
co-ops that are there, it makes it hard
to get in to count people.

But the fact is we all can contribute
something. The district of the gen-
tleman from Wisconsin (Mr. RYAN) has
a lot of rural areas. There is a high
mail response rate out of Wisconsin.
However, because of the rural nature,
it makes it difficult. We had a hearing
out in Arizona where we were out on an
Indian reservation, again, one of the
most undercounted parts of our popu-
lation, and very difficult to count these
huge rural areas where it is hard to
find people.

But the thing is we know our areas.
We have a vested interest, as the other
speakers have said, to make sure we
get the best count possible. The Census
Bureau has come up through this note-
book, as the gentleman from Wisconsin
(Mr. RYAN) pointed out, ideas of how
we can help prepare our communities
and provide that support. There is an
action list, and it is on my Web site on
my particular home page in the com-
puter; and let me make a couple of
comments of some of the items we can
do to help contribute to a better count.

First of all, we have a Complete
Count Committee. Make sure they are
organized in your communities. In
Sarasota Thursday night last week
they had a hearing where Chairman
Shannon Staub of the County Commis-
sion and County Commissioner Ray
Pilon with members of the Census Bu-
reau were there discussing getting
ready for the count for next March and
April. Work with these groups.

Encourage your local businesses and
local governments to get involved. Do
things like put something in the news-
letters for their employees, or if they
are sending out newsletters, to their
customers. In my county, hopefully the
utility people will put in their bills a
statement to remind people in March
to get involved in the census.

There are a number of ways you can
promote it. Put posters up in your
places of work where customers will
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see it. Reach out to the groups that are
hard to count. For example, | am going
to try to reach out to the migrant com-
munity where we have a lot of migrant
workers in our area, whether it is
going out and walking through the
neighborhoods and bringing attention,
getting news coverage of it, making
people aware of the census, but also
making people aware of the confiden-
tiality of the information.

This is one of the greatest challenges
we have, is to make people aware that
it is a Federal crime to disclose infor-
mation on the census. As a Member of
Congress, we all get to have classified
information available to us. But when
we go to the Census Bureau, | have to
go and raise my hand and sign a pledge,
an oath, to not disclose that informa-
tion. It is confidential for 72 years, and
the Secret Service, the IRS, the INS,
they do not have access to that infor-
mation for 72 years. So each office
should get involved, because, | guar-
antee you, there is going to be a need
for information on the census.
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When this ad campaign cranks up
soon, we are going to start getting
calls: How do we get jobs? | do not like
this question. | never got my form.

The more Members know about it,
the better off this office is going to be.
Do things in the difficult-to-count
areas. They are the ones we need to
concentrate on and to make sure peo-
ple are aware of it.

In addition to being aware of it, we
need to have action. That is the reason
the Census Bureau uses a theme, “It is
your future. Don’t leave it blank.” You
have to be aware of the Census, but you
have to fill out the form. That is the
reason you have to have the action to
complete, and get the form completed
and sent in.

There are a lot of things we can do:
writing op eds for the local newspaper,
whether it is the column in the weekly
paper or a special editorial the Mem-
bers will put in. Do some public service
announcements on the television or
radio stations. They will be glad to run
them, especially as it gets close to the
April 1 deadline.

We all agree we have to get the most
accurate possible Census. We as Mem-
bers of Congress have that special role
where we can have the credibility and
give some support to get that job done.

Mr. Speaker, | reserve the balance of
my time.

Mrs. MALONEY of New York. Mr.
Speaker, | yield myself such time as |
may consume.

Mr. Speaker, | thank the gentleman
for his comments. | want to understore
what the gentleman said about the
Congressional Partnership Toolkit.
Every single congressional office has a
copy of this booklet that has all kinds
of projects and ways that we can in-
crease awareness and participation in
our home districts.

Mr. Speaker, | am very pleased to
yield 3 minutes to the gentleman from
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Tennessee (Mr. FORD), another member
of our Subcommittee on Census who
has joined us. We thank him for his
leadership and hard work.

Mr. FORD. Mr. Speaker, | thank the
gentleman from Florida (Mr. MILLER)
and the gentlewoman from New York
(Mrs. MALONEY). | say to the gentleman
from Florida, we have had our dis-
agreements on the committee, but it is
certainly great to see us come together
on this day and support this resolution.

Today many States and cities are
holding elections around the Nation.
We see people exercising their civic
duty and responsibility. The Census, as
we all know, represents another oppor-
tunity for Americans from everywhere
in this great Nation to exercise an-
other important civic duty.

A few months back Dr. Prewitt, who
deserves some praise and adulation as
well, the head of the U.S. Census, was
in my district, as | am sure he has been
in many districts around the country.
He talked about the Census from three

aspects: the fact that it builds re-
sources, representation and recogni-
tion.

Resources have been touched on.
Some $2 trillion over the next 10 years
will be allocated based on the formulas
determined by the Census numbers;
representation, because political power
is divided among the congressional dis-
tricts and within areas based on the
Census numbers; and finally, recogni-
tion, because as we all know, our Na-
tion is made up of a patchwork of peo-
ple from different backgrounds, dif-
ferent religious, racial, and gender
backgrounds.

It is estimated in 1990, 8 million peo-
ple were missed nationally, as the gen-
tlewoman from New York (Mrs.
MALONEY) has touched upon. Some
86,000 were in my State of Tennessee,
and 18,000 are right near Memphis, the
district which | represent.

Of the folks missed, 10,000 of those
were children in my district, enough to
fill 17 schools and employ 350 addi-
tional teachers. In addition,
Tennesseeans, particularly those in the
Ninth District, lost out in our fair
share of Head Start dollars, on school
lunch and educational technology
funds, and even businesspeople, re-
searchers, and economists in our dis-
trict, were deprived of accurate data as
they attempted to create or to plan for
technological advances to create new
jobs and economic growth.

In Memphis we have established a
Complete Count Committee made up of
community, business, and civic leaders,
following the guide of the gentleman
from Florida (Mr. MILLER) and cer-
tainly our ranking member, the gentle-
woman from New York (Mrs. MALONEY)
in trying to ensure that we have par-
ticipation from all aspects of the com-
munity.

One of the great challenges we will
have in the coming weeks and months
is for Members of Congress and those in
the community to do all that we can to
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raise awareness. | certainly am com-
mitted, Mr. Chairman, and the gentle-

woman  from New  York (Mrs.
MALONEY), and | hope all our col-
leagues will do the same. We must

work to ensure that every citizen par-
ticipates in this very important civic
exercise, not only to be counted but to
be recognized, and to ensure that ev-
eryone on April 1, 2000, is counted.

I cannot say enough how much | ap-
preciate the leadership of the gen-
tleman from Florida (Mr. MILLER), and
certainly that of the gentlewoman
from New York (Mrs. MALONEY). She
has given me some ideas, and | am sure
she has given my colleagues through-
out this body ideas on how we might
move forward and ensure all are count-
ed on that very important day.

Mrs. MALONEY of New York. Mr.
Speaker, | yield back the balance of
my time.

Mr. MILLER of Florida. Mr. Speaker,
I yield myself such time as | may con-
sume.

Mr. Speaker, one thing we all agree
on is that we want to have the most ac-
curate count responsible. This is a con-
stitutional responsibility. Article 1 of
our Constitution requires us to do this
every 10 years.

Since Thomas Jefferson did the first
Census in 1790, we have had some prob-
lems with it. We recognize there is a
problem of a differential undercount.
That is wrong. We want the best count
possible.

One way that each of us, all 435 of us,
can help make that possible is to par-
ticipate in our local communities,
which we know best how to help pro-
mote the Census, how to help get peo-
ple to believe that the Census is con-
fidential, and to complete those forms.

Now is the time to prepare for the
Census time next March. | encourage
all Members to get involved, and | en-
courage my colleagues to support this
legislation.

Mr. REYES. Mr. Speaker, | rise in support
of this important resolution.

| would like to begin by recognizing the hard
work of my colleagues, Chairman DAN MILLER
and Congresswoman CAROLYN MALONEY.
They have worked tirelessly on this issue, and
| applaud their efforts on this extremely impor-
tant issue.

H. Con. Res. 193 expresses the support of
Congress for activities to increase public par-
ticipation in the decennial census. As we all
know, in order to achieve a successful decen-
nial census, the joint efforts of Federal, State,
and local government and other interested
parties and grassroots organizations must
come together as partners.

The Bureau of the Census has implemented
a partnership program through which a com-
prehensive outreach, education, and motiva-
tion campaign is being carried out to encour-
age all segments of the population to partici-
pate in the upcoming census. As | have said
many times, Texas has a lot at stake in the
current debate over the year 2000 Census.
The County of El Paso has a lot to lose if the
2000 Census is conducted the way the 1990
Census was conducted.

In 1900, the census used a traditional head
count and made about 26 million mistakes. It
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missed over 8 million people completely, dou-
ble-counted over 4 million and put 13 million
in the wrong places. And most of the
undercount involved children, people of color
and the urban and rural poor.

The Census Bureau estimates that in
Texas, the net undercount of residents in 1990
was over 486,000 individuals. The net
undercount rate in Texas was .028, which rep-
resented the second most undercounted state
in the nation. They were either out of town,
tossed the form with the junk mail, did not
trust the government, feared immigration or bill
collection officials, lived in a neighborhood the
census workers did not feel like checking.

Whatever the reason, too many individuals
were missed. Included in this are over
279,000 Caucasians, 83,300 blacks, 247,000
individuals of Hispanic origin, 8,500 Asian and
Pacific Islanders and, over 1,875 American In-
dians. In addition, over 228,300 children were
missed in Texas. Over 25,000 individuals were
missed in El Paso alone, enough to fill half of
the Sun Bowl. We were the 17th most under-
counted district in the nation.

The failure of the 1990 Census to accurately
count the population in El Paso County seri-
ously shortchanged the Federal funding that
cities within my district should have received
during the past decade. In effect, cities like El
Paso, Anthony and Socorro were required to
utilize funds for schools, roads, health facili-
ties, housing, and other important services for
people that were not counted by the census.

The number of children missed in the 16th
Congressional district would fill 22 schools
staffed by 770 teachers. According to the
Council of Great City Schools, every child not
counted by the census means that some $650
in federal resources is lost each year by the
school that must educate that child. This
equals over $8 million lost in my Congres-
sional district alone!

We are not alone. The 1990 Census did the
same thing nationwide. Two million of those
missed in 1990 were children under the age of
18—half the net undercount although they
were only about a quarter of the U.S. popu-
lation in 1990. The 1990 Census affected mi-
norities the most: 4.4 percent of blacks were
missed, 5 percent of Hispanics, 12.2 percent
of at least one tribe of Native Americans. This
differential racial undercount must be ad-
dressed by the 2000 Census.

This resolution is sending the right message
at the right time—that public participation is
necessary to ensure that everyone is counted,
especially children, people of color and the
urban and rural poor. Anything less is unac-
ceptable.

Ms. JACKSON-LEE of Texas. Mr. Speaker,
to cope with the year 2000 census, the Cen-
sus Bureau has implemented a partnership
program through which a comprehensive out-
reach, education and motivation campaign is
being carried out to encourage all segments of
the population to participate in the upcoming
count.

This resolution expresses the support of
Congress for activities to increase public par-
ticipation in the decennial census; recognizes
the importance of achieving a successful de-
cennial census; encourages state and local
governments, community leaders, and all
other parties involved in this joint undertaking
to continue to work to ensure a successful
census; and reaffirms the spirit of cooperation
that exists between Congress and the Census
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Bureau with respect to achieving a successful
census.

Hundreds of thousands of census takers
and support personnel will be needed to ac-
count for the anticipated 118 million housing
units and 275 million people across the United
States. But it isn't its size that makes Census
2000 important. It is all the things that we will
learn about ourselves that will help America
succeed in the next millennium. The census is
as important to our nation as highways and
telephone lines. Federal dollars supporting
schools, employment services, housing assist-
ance, highway construction, hospital services
programs for the elderly and more are distrib-
uted based on census figures.

How do we know who we are as a country?
We only take one big portrait of this country—
that is the decennial Census. And if you're not
in it, you will be unrecognized. More than
$200 billion in federal funds is distributed to
the states based on census figures, as well as
political apportionment in the House of Rep-
resentatives.

Census 2000 will help decision-makers un-
derstand which neighborhoods need schools
and which ones need greater services for the
elderly. But they won't be able to tell what
your community needs if you and your neigh-
bors don't fill out your census forms and mail
them back.

The message is a simple one, Mr. Speaker;
“This is your future. Don't leave it blank.” | en-
courage my colleagues and all Americans to
help the Census Bureau in making this snap-
shot of America’s population clearer. If we are
not counted, then we are invisible and our
communities will lose its fair share of federal
funding and political apportionment—we can
all help our community and our nation by filling
out the census questionnaire, returning it and
being counted.

Mr. MILLER of Florida. Mr. Speaker,
I yield back the balance of my time.

The SPEAKER pro tempore (Mr.
SHIMKUS). The question is on the mo-
tion offered by the gentleman from
Florida (Mr. MILLER) that the House
suspend the rules and agree to the con-
current resolution, H. Con. Res. 193.

The question was taken; and (two-
thirds having voted in favor thereof),
the rules were suspended and the con-
current resolution was agreed to.

A motion to reconsider was laid on
the table.

CONFERENCE REPORT ON S. 900,
GRAMM-LEACH-BLILEY ACT

Mr. LEACH submitted the following
conference report and statement on the
Senate bill (S. 900) to enhance competi-
tion in the financial services industry
by providing a prudential framework
for the affiliation of banks, securities
firms, insurance companies, and other
financial service providers, and for
other purposes:

CONFERENCE REPORT (H. REPT. 106-434)

The committee of conference on the dis-
agreeing votes of the two Houses on the
amendments of the House to the bill (S. 900),
to enhance competition in the financial serv-
ices industry by providing a prudential
framework for the affiliation of banks, secu-
rities firms, insurance companies, and other
financial service providers, and for other
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purposes, having met, after full and free con-
ference, have agreed to recommend and do
recommend to their respective Houses as fol-
lows:

That the Senate recede from its disagree-
ment to the amendment of the House to the
text of the bill and agree to the same with an
amendment as follows:

In lieu of the matter proposed to be in-
serted by the House amendment, insert the
following:

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(@) SHORT TITLE.—This Act may be cited as
the ““Gramm-Leach-Bliley Act’.

(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

Sec. 1. Short title; table of contents.

TITLE I—FACILITATING AFFILIATION
AMONG BANKS, SECURITIES FIRMS, AND
INSURANCE COMPANIES

Subtitle A—Affiliations

Glass-Steagall Act repeals.

Activity restrictions applicable to bank
holding companies that are not fi-
nancial holding companies.

Financial activities.

Operation of State law.

Mutual bank holding companies au-
thorized.

Prohibition on deposit production of-
fices.

Cross marketing restriction; limited
purpose bank relief; divestiture.

Use of subordinated debt to protect fi-
nancial system and deposit funds
from “‘too big to fail’’ institutions.

Sec. 109. Study of financial modernization’s ef-

fect on the accessibility of small

business and farm loans.

Subtitle B—Streamlining Supervision of Bank
Holding Companies

111. Streamlining bank holding company
supervision.

Authority of State insurance regulator
and Securities and Exchange
Commission.

Role of the Board of Governors of the
Federal Reserve System.

Prudential safeguards.

Examination of investment companies.

Elimination of application requirement
for financial holding companies.

Preserving the integrity of FDIC re-
sources.

Repeal of savings bank provisions in
the Bank Holding Company Act
of 1956.

Sec. 119. Technical amendment.

Subtitle C—Subsidiaries of National Banks
Sec. 121. Subsidiaries of national banks.

Sec. 122. Consideration of merchant banking
activities by financial subsidi-
aries.

Subtitle D—Preservation of FTC Authority
Sec. 131. Amendment to the Bank Holding Com-
pany Act of 1956 to modify notifi-
cation and post-approval waiting
period for section 3 transactions.

101.
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Sec.
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Sec.
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Sec. 108.

Sec.

Sec. 112.
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Sec. 133. Clarification of status of subsidiaries
and affiliates.
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Sec. 142. Representative offices.

Subtitle F—Direct Activities of Banks
Sec. 151. Authority of national banks to under-
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Subtitle G—Effective Date
Sec. 161. Effective date.
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Capital structure of Federal home loan
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TITLE VII—OTHER PROVISIONS

Subtitle A—ATM Fee Reform

Short title.

Electronic fund transfer fee disclo-
sures at any host ATM.
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sumers when ATM card is issued.

Feasibility study.

No liability if posted notices are dam-
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Subtitle B—Community Reinvestment

711. CRA sunshine requirements.
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Sec. 724. Control of bankers’ banks.

Sec. 725. Provision of technical assistance to
microenterprises.

Federal Reserve audits.

Authorization to release reports.

General Accounting Office study of
conflicts of interest.

Study and report on adapting existing
legislative requirements to online
banking and lending.

Clarification of source of strength doc-
trine.

Interest rates and other charges at
interstate branches.

Interstate branches and agencies of
foreign banks.

Fair treatment of women by financial
advisers.

Membership of loan guarantee boards.

Repeal of stock loan limit in Federal
Reserve Act.

Elimination of SAIF and DIF special
reserves.

Bank officers and directors as officers
and directors of public utilities.

Approval for purchases of securities.
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ings associations.
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TITLE I—FACILITATING AFFILIATION
AMONG BANKS, SECURITIES FIRMS, AND
INSURANCE COMPANIES

Subtitle A—Affiliations

SEC. 101. GLASS-STEAGALL ACT REPEALS.

(a) SECTION 20 REPEALED.—Section 20 of the
Banking Act of 1933 (12 U.S.C. 377) (commonly
referred to as the ‘‘Glass-Steagall Act’’) is re-
pealed.

(b) SECTION 32 REPEALED.—Section 32 of the
Banking Act of 1933 (12 U.S.C. 78) is repealed.
SEC. 102. ACTIVITY RESTRICTIONS APPLICABLE

TO BANK HOLDING COMPANIES
THAT ARE NOT FINANCIAL HOLDING
COMPANIES.

(a) IN GENERAL.—Section 4(c)(8) of the Bank
Holding Company Act of 1956 (12 U.S.C.
1843(c)(8)) is amended to read as follows:

““(8) shares of any company the activities of
which had been determined by the Board by reg-
ulation or order under this paragraph as of the
day before the date of the enactment of the
Gramm-Leach-Bliley Act, to be so closely related
to banking as to be a proper incident thereto
(subject to such terms and conditions contained
in such regulation or order, unless modified by
the Board);”".

(b) CONFORMING CHANGES TO OTHER STAT-
UTES.—

(1) AMENDMENT TO THE BANK HOLDING COM-
PANY ACT AMENDMENTS OF 1970.—Section 105 of
the Bank Holding Company Act Amendments of
1970 (12 U.S.C. 1850) is amended by striking **,
to engage directly or indirectly in a nonbanking
activity pursuant to section 4 of such Act,”.

(2) AMENDMENT TO THE BANK SERVICE COM-
PANY ACT.—Section 4(f) of the Bank Service
Company Act (12 U.S.C. 1864(f)) is amended by
inserting before the period at the end the fol-
lowing: ‘‘as of the day before the date of the en-
actment of the Gramm-Leach-Bliley Act’’.

SEC. 103. FINANCIAL ACTIVITIES.

(a) IN GENERAL.—Section 4 of the Bank Hold-
ing Company Act of 1956 (12 U.S.C. 1843) is
amended by adding at the end the following
new subsections:

““(k) ENGAGING IN ACTIVITIES THAT ARE FI-
NANCIAL IN NATURE.—

““(1) IN GENERAL.—Notwithstanding subsection
(a), a financial holding company may engage in
any activity, and may acquire and retain the
shares of any company engaged in any activity,
that the Board, in accordance with paragraph
(2), determines (by regulation or order)—

““(A) to be financial in nature or incidental to
such financial activity; or

““(B) is complementary to a financial activity
and does not pose a substantial risk to the safe-
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ty or soundness of depository institutions or the
financial system generally.

““(2) COORDINATION BETWEEN THE BOARD AND
THE SECRETARY OF THE TREASURY.—

““(A) PROPOSALS RAISED BEFORE THE BOARD.—

‘(i) CONSULTATION.—The Board shall notify
the Secretary of the Treasury of, and consult
with the Secretary of the Treasury concerning,
any request, proposal, or application under this
subsection for a determination of whether an
activity is financial in nature or incidental to a
financial activity.

““(if) TREASURY VIEW.—The Board shall not
determine that any activity is financial in na-
ture or incidental to a financial activity under
this subsection if the Secretary of the Treasury
notifies the Board in writing, not later than 30
days after the date of receipt of the notice de-
scribed in clause (i) (or such longer period as
the Board determines to be appropriate under
the circumstances) that the Secretary of the
Treasury believes that the activity is not finan-
cial in nature or incidental to a financial activ-
ity or is not otherwise permissible under this
section.

““(B) PROPOSALS RAISED BY THE TREASURY.—

‘(i) TREASURY RECOMMENDATION.—The Sec-
retary of the Treasury may, at any time, rec-
ommend in writing that the Board find an activ-
ity to be financial in nature or incidental to a
financial activity.

““(ii) TIME PERIOD FOR BOARD ACTION.—Not
later than 30 days after the date of receipt of a
written recommendation from the Secretary of
the Treasury under clause (i) (or such longer
period as the Secretary of the Treasury and the
Board determine to be appropriate under the
circumstances), the Board shall determine
whether to initiate a public rulemaking pro-
posing that the recommended activity be found
to be financial in nature or incidental to a fi-
nancial activity under this subsection, and shall
notify the Secretary of the Treasury in writing
of the determination of the Board and, if the
Board determines not to seek public comment on
the proposal, the reasons for that determination.

““(3) FACTORS TO BE CONSIDERED.—In deter-
mining whether an activity is financial in na-
ture or incidental to a financial activity, the
Board shall take into account—

““(A) the purposes of this Act and the Gramm-
Leach-Bliley Act;

““(B) changes or reasonably expected changes
in the marketplace in which financial holding
companies compete;

““(C) changes or reasonably expected changes
in the technology for delivering financial serv-
ices; and

‘(D) whether such activity is necessary or ap-
propriate to allow a financial holding company
and the affiliates of a financial holding com-
pany to—

‘(i) compete effectively with any company
seeking to provide financial services in the
United States;

““(ii) efficiently deliver information and serv-
ices that are financial in nature through the use
of technological means, including any applica-
tion necessary to protect the security or efficacy
of systems for the transmission of data or finan-
cial transactions; and

““(iii) offer customers any available or emerg-
ing technological means for using financial
services or for the document imaging of data.

““(4) ACTIVITIES THAT ARE FINANCIAL IN NA-
TURE.—For purposes of this subsection, the fol-
lowing activities shall be considered to be finan-
cial in nature:

“(A) Lending, exchanging, transferring, in-
vesting for others, or safeguarding money or se-
curities.

““(B) Insuring, guaranteeing, or indemnifying
against loss, harm, damage, illness, disability,
or death, or providing and issuing annuities,
and acting as principal, agent, or broker for
purposes of the foregoing, in any State.

““(C) Providing financial, investment, or eco-
nomic advisory services, including advising an
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investment company (as defined in section 3 of
the Investment Company Act of 1940).

“(D) Issuing or selling instruments rep-
resenting interests in pools of assets permissible
for a bank to hold directly.

“(E) Underwriting, dealing in, or making a
market in securities.

““(F) Engaging in any activity that the Board
has determined, by order or regulation that is in
effect on the date of the enactment of the
Gramm-Leach-Bliley Act, to be so closely related
to banking or managing or controlling banks as
to be a proper incident thereto (subject to the
same terms and conditions contained in such
order or regulation, unless modified by the
Board).

“(G) Engaging, in the United States, in any
activity that—

‘(i) a bank holding company may engage in
outside of the United States; and

““(ii) the Board has determined, under regula-
tions prescribed or interpretations issued pursu-
ant to subsection (c)(13) (as in effect on the day
before the date of the enactment of the Gramm-
Leach-Bliley Act) to be usual in connection
with the transaction of banking or other finan-
cial operations abroad.

““(H) Directly or indirectly acquiring or con-
trolling, whether as principal, on behalf of 1 or
more entities (including entities, other than a
depository institution or subsidiary of a deposi-
tory institution, that the bank holding company
controls), or otherwise, shares, assets, or owner-
ship interests (including debt or equity securi-
ties, partnership interests, trust certificates, or
other instruments representing ownership) of a
company or other entity, whether or not consti-
tuting control of such company or entity, en-
gaged in any activity not authorized pursuant
to this section if—

‘(i) the shares, assets, or ownership interests
are not acquired or held by a depository institu-
tion or subsidiary of a depository institution;

‘(i) such shares, assets, or ownership inter-
ests are acquired and held by—

(1) a securities affiliate or an affiliate thereof;
or

(I1) an affiliate of an insurance company de-
scribed in subparagraph (I)(ii) that provides in-
vestment advice to an insurance company and is
registered pursuant to the Investment Advisers
Act of 1940, or an affiliate of such investment
adviser;
as part of a bona fide underwriting or merchant
or investment banking activity, including in-
vestment activities engaged in for the purpose of
appreciation and ultimate resale or disposition
of the investment;

““(iii) such shares, assets, or ownership inter-
ests are held for a period of time to enable the
sale or disposition thereof on a reasonable basis
consistent with the financial viability of the ac-
tivities described in clause (ii); and

““(iv) during the period such shares, assets, or
ownership interests are held, the bank holding
company does not routinely manage or operate
such company or entity except as may be nec-
essary or required to obtain a reasonable return
on investment upon resale or disposition.

“(1) Directly or indirectly acquiring or con-
trolling, whether as principal, on behalf of 1 or
more entities (including entities, other than a
depository institution or subsidiary of a deposi-
tory institution, that the bank holding company
controls) or otherwise, shares, assets, or owner-
ship interests (including debt or equity securi-
ties, partnership interests, trust certificates or
other instruments representing ownership) of a
company or other entity, whether or not consti-
tuting control of such company or entity, en-
gaged in any activity not authorized pursuant
to this section if—

‘(i) the shares, assets, or ownership interests
are not acquired or held by a depository institu-
tion or a subsidiary of a depository institution;

““(ii) such shares, assets, or ownership inter-
ests are acquired and held by an insurance com-
pany that is predominantly engaged in under-
writing life, accident and health, or property
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and casualty insurance (other than credit-re-
lated insurance) or providing and issuing annu-
ities;

““(iii) such shares, assets, or ownership inter-
ests represent an investment made in the ordi-
nary course of business of such insurance com-
pany in accordance with relevant State law gov-
erning such investments; and

““(iv) during the period such shares, assets, or
ownership interests are held, the bank holding
company does not routinely manage or operate
such company except as may be necessary or re-
quired to obtain a reasonable return on invest-
ment.

““(5) ACTIONS REQUIRED.—

“(A) IN GENERAL.—The Board shall, by regu-
lation or order, define, consistent with the pur-
poses of this Act, the activities described in sub-
paragraph (B) as financial in nature, and the
extent to which such activities are financial in
nature or incidental to a financial activity.

“(B) ACTIVITIES.—The activities described in
this subparagraph are as follows:

“(i) Lending, exchanging, transferring, in-
vesting for others, or safeguarding financial as-
sets other than money or securities.

““(ii) Providing any device or other instrumen-
tality for transferring money or other financial
assets.

“(iii) Arranging, effecting, or facilitating fi-
nancial transactions for the account of third
parties.

“‘(6) REQUIRED NOTIFICATION.—

“(A) IN GENERAL.—A financial holding com-
pany that acquires any company or commences
any activity pursuant to this subsection shall
provide written notice to the Board describing
the activity commenced or conducted by the
company acquired not later than 30 calendar
days after commencing the activity or consum-
mating the acquisition, as the case may be.

““(B) APPROVAL NOT REQUIRED FOR CERTAIN
FINANCIAL ACTIVITIES.—Except as provided in
subsection (j) with regard to the acquisition of a
savings association, a financial holding com-
pany may commence any activity, or acquire
any company, pursuant to paragraph (4) or any
regulation prescribed or order issued under
paragraph (5), without prior approval of the
Board.

““(7) MERCHANT BANKING ACTIVITIES.—

““(A) JOINT REGULATIONS.—The Board and the
Secretary of the Treasury may issue such regu-
lations implementing paragraph (4)(H), includ-
ing limitations on transactions between deposi-
tory institutions and companies controlled pur-
suant to such paragraph, as the Board and the
Secretary jointly deem appropriate to assure
compliance with the purposes and prevent eva-
sions of this Act and the Gramm-Leach-Bliley
Act and to protect depository institutions.

““(B) SUNSET OF RESTRICTIONS ON MERCHANT
BANKING ACTIVITIES OF FINANCIAL SUBSIDI-
ARIES.—The restrictions contained in paragraph
(4)(H) on the ownership and control of shares,
assets, or ownership interests by or on behalf of
a subsidiary of a depository institution shall not
apply to a financial subsidiary (as defined in
section 5136A of the Revised Statutes of the
United States) of a bank, if the Board and the
Secretary of the Treasury jointly authorize fi-
nancial subsidiaries of banks to engage in mer-
chant banking activities pursuant to section 122
of the Gramm-Leach-Bliley Act.

“(I) CONDITIONS FOR ENGAGING IN EXPANDED
FINANCIAL ACTIVITIES.—

““(1) IN GENERAL.—Notwithstanding subsection
(k), (n), or (0), a bank holding company may
not engage in any activity, or directly or indi-
rectly acquire or retain shares of any company
engaged in any activity, under subsection (k),
(n), or (0), other than activities permissible for
any bank holding company under subsection
(c)(8), unless—

“(A) all of the depository institution subsidi-
aries of the bank holding company are well cap-
italized;
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“(B) all of the depository institution subsidi-
aries of the bank holding company are well
managed; and

*“(C) the bank holding company has filed with
the Board—

‘(i) a declaration that the company elects to
be a financial holding company to engage in ac-
tivities or acquire and retain shares of a com-
pany that were not permissible for a bank hold-
ing company to engage in or acquire before the
enactment of the Gramm-Leach-Bliley Act; and

““(ii) a certification that the company meets
the requirements of subparagraphs (A) and (B).

“(2) CRA REQUIREMENT.—Notwithstanding
subsection (k) or (n) of this section, section
5136A(a) of the Revised Statutes of the United
States, or section 46(a) of the Federal Deposit
Insurance Act, the appropriate Federal banking
agency shall prohibit a financial holding com-
pany or any insured depository institution
from—

““(A) commencing any new activity under sub-
section (k) or (n) of this section, section
5136A(a) of the Revised Statutes of the United
States, or section 46(a) of the Federal Deposit
Insurance Act; or

““(B) directly or indirectly acquiring control of
a company engaged in any activity under sub-
section (k) or (n) of this section, section
5136A(a) of the Revised Statutes of the United
States, or section 46(a) of the Federal Deposit
Insurance Act (other than an investment made
pursuant to subparagraph (H) or (1) of sub-
section (k)(4), or section 122 of the Gramm-
Leach-Bliley Act, or under section 46(a) of the
Federal Deposit Insurance Act by reason of
such section 122, by an affiliate already engaged
in activities under any such provision);
if any insured depository institution subsidiary
of such financial holding company, or the in-
sured depository institution or any of its insured
depository institution affiliates, has received in
its most recent examination under the Commu-
nity Reinvestment Act of 1977, a rating of less
than ‘satisfactory record of meeting community
credit needs’.

““(3) FOREIGN BANKS.—For purposes of para-
graph (1), the Board shall apply comparable
capital and management standards to a foreign
bank that operates a branch or agency or owns
or controls a commercial lending company in the
United States, giving due regard to the principle
of national treatment and equality of competi-
tive opportunity.

““(m) PROVISIONS APPLICABLE TO FINANCIAL
HOLDING COMPANIES THAT FAIL TO MEET CER-
TAIN REQUIREMENTS.—

““(1) IN GENERAL.—If the Board finds that—

““(A) a financial holding company is engaged,
directly or indirectly, in any activity under sub-
section (k), (n), or (0), other than activities that
are permissible for a bank holding company
under subsection (c)(8); and

““(B) such financial holding company is not in
compliance with the requirements of subsection
D(1);
gr?é )Board shall give notice to the financial
holding company to that effect, describing the
conditions giving rise to the notice.

““(2) AGREEMENT TO CORRECT CONDITIONS RE-
QUIRED.—Not later than 45 days after the date
of receipt by a financial holding company of a
notice given under paragraph (1) (or such addi-
tional period as the Board may permit), the fi-
nancial holding company shall execute an
agreement with the Board to comply with the
requirements applicable to a financial holding
company under subsection (I)(1).

‘“(3) BOARD MAY IMPOSE LIMITATIONS.—Until
the conditions described in a notice to a finan-
cial holding company under paragraph (1) are
corrected, the Board may impose such limita-
tions on the conduct or activities of that finan-
cial holding company or any affiliate of that
company as the Board determines to be appro-
priate under the circumstances and consistent
with the purposes of this Act.

‘“(4) FAILURE TO CORRECT.—If the conditions
described in a notice to a financial holding com-
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pany under paragraph (1) are not corrected
within 180 days after the date of receipt by the
financial holding company of a notice under
paragraph (1), the Board may require such fi-
nancial holding company, under such terms and
conditions as may be imposed by the Board and
subject to such extension of time as may be
granted in the discretion of the Board, either—

““(A) to divest control of any subsidiary depos-
itory institution; or

“(B) at the election of the financial holding

company instead to cease to engage in any ac-
tivity conducted by such financial holding com-
pany or its subsidiaries (other than a depository
institution or a subsidiary of a depository insti-
tution) that is not an activity that is permissible
for a bank holding company under subsection
c)(8).
( )‘S(g) CONSULTATION.—In taking any action
under this subsection, the Board shall consult
with all relevant Federal and State regulatory
agencies and authorities.

““(n) AUTHORITY TO RETAIN LIMITED NON-
FINANCIAL ACTIVITIES AND AFFILIATIONS.—

““(1) IN GENERAL.—Notwithstanding subsection
(a), a company that is not a bank holding com-
pany or a foreign bank (as defined in section
1(b)(7) of the International Banking Act of 1978)
and becomes a financial holding company after
the date of the enactment of the Gramm-Leach-
Bliley Act may continue to engage in any activ-
ity and retain direct or indirect ownership or
control of shares of a company engaged in any
activity if—

“(A) the holding company lawfully was en-
gaged in the activity or held the shares of such
company on September 30, 1999;

“(B) the holding company is predominantly
engaged in financial activities as defined in
paragraph (2); and

“(C) the company engaged in such activity
continues to engage only in the same activities
that such company conducted on September 30,
1999, and other activities permissible under this
Act.

““(2) PREDOMINANTLY FINANCIAL.—For pur-
poses of this subsection, a company is predomi-
nantly engaged in financial activities if the an-
nual gross revenues derived by the holding com-
pany and all subsidiaries of the holding com-
pany (excluding revenues derived from sub-
sidiary depository institutions), on a consoli-
dated basis, from engaging in activities that are
financial in nature or are incidental to a finan-
cial activity under subsection (k) represent at
least 85 percent of the consolidated annual gross
revenues of the company.

““(3) NO EXPANSION OF GRANDFATHERED COM-
MERCIAL ACTIVITIES THROUGH MERGER OR CON-
SOLIDATION.—A financial holding company that
engages in activities or holds shares pursuant to
this subsection, or a subsidiary of such financial
holding company, may not acquire, in any
merger, consolidation, or other type of business
combination, assets of any other company that
is engaged in any activity that the Board has
not determined to be financial in nature or inci-
dental to a financial activity under subsection
(k), except this paragraph shall not apply with
respect to a company that owns a broadcasting
station licensed under title 111 of the Commu-
nications Act of 1934 and the shares of which
are under common control with an insurance
company since January 1, 1998, unless such
company is acquired by, or otherwise becomes
an affiliate of, a bank holding company that, at
the time such acquisition or affiliation is con-
summated, is 1 of the 5 largest domestic bank
holding companies (as determined on the basis
of the consolidated total assets of such compa-
nies).

“()4) CONTINUING REVENUE LIMITATION ON
GRANDFATHERED COMMERCIAL ACTIVITIES.—Not-
withstanding any other provision of this sub-
section, a financial holding company may con-
tinue to engage in activities or hold shares in
companies pursuant to this subsection only to
the extent that the aggregate annual gross reve-
nues derived from all such activities and all
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such companies does not exceed 15 percent of
the consolidated annual gross revenues of the fi-
nancial holding company (excluding revenues
derived from subsidiary depository institutions).

““(5) CROSS MARKETING RESTRICTIONS APPLICA-
BLE TO COMMERCIAL ACTIVITIES.—

“(A) IN GENERAL.—A depository institution
controlled by a financial holding company shall
not—

‘(i) offer or market, directly or through any
arrangement, any product or service of a com-
pany whose activities are conducted or whose
shares are owned or controlled by the financial
holding company pursuant to this subsection or
subparagraph (H) or (1) of subsection (k)(4); or

““(ii) permit any of its products or services to
be offered or marketed, directly or through any
arrangement, by or through any company de-
scribed in clause (i).

““(B) RULE OF CONSTRUCTION.—Subparagraph
(A) shall not be construed as prohibiting an ar-
rangement between a depository institution and
a company owned or controlled pursuant to sub-
section (k)(4)(1) for the marketing of products or
services through statement inserts or Internet
websites if—

‘(i) such arrangement does not violate section
106 of the Bank Holding Company Act Amend-
ments of 1970; and

““(ii) the Board determines that the arrange-
ment is in the public interest, does not under-
mine the separation of banking and commerce,
and is consistent with the safety and soundness
of depository institutions.

““(6) TRANSACTIONS WITH NONFINANCIAL AF-
FILIATES.—A depository institution controlled by
a financial holding company may not engage in
a covered transaction (as defined in section
23A(b)(7) of the Federal Reserve Act) with any
affiliate controlled by the company pursuant to
this subsection.

“(7) SUNSET OF GRANDFATHER.—A financial
holding company engaged in any activity, or re-
taining direct or indirect ownership or control of
shares of a company, pursuant to this sub-
section, shall terminate such activity and divest
ownership or control of the shares of such com-
pany before the end of the 10-year period begin-
ning on the date of the enactment of the
Gramm-Leach-Bliley Act. The Board may, upon
application by a financial holding company, ex-
tend such 10-year period by a period not to ex-
ceed an additional 5 years if such extension
would not be detrimental to the public interest.

““(0) REGULATION OF CERTAIN FINANCIAL
HOLDING CoMPANIES.—Notwithstanding sub-
section (a), a company that is not a bank hold-
ing company or a foreign bank (as defined in
section 1(b)(7) of the International Banking Act
of 1978) and becomes a financial holding com-
pany after the date of enactment of the Gramm-
Leach-Bliley Act, may continue to engage in, or
directly or indirectly own or control shares of a
company engaged in, activities related to the
trading, sale, or investment in commodities and
underlying physical properties that were not
permissible for bank holding companies to con-
duct in the United States as of September 30,
1997, if—

““(1) the holding company, or any subsidiary
of the holding company, lawfully was engaged,
directly or indirectly, in any of such activities
as of September 30, 1997, in the United States;

““(2) the attributed aggregate consolidated as-
sets of the company held by the holding com-
pany pursuant to this subsection, and not oth-
erwise permitted to be held by a financial hold-
ing company, are equal to not more than 5 per-
cent of the total consolidated assets of the bank
holding company, except that the Board may in-
crease that percentage by such amounts and
under such circumstances as the Board con-
siders appropriate, consistent with the purposes
of this Act; and

““(3) the holding company does not permit—

“(A) any company, the shares of which it
owns or controls pursuant to this subsection, to
offer or market any product or service of an af-
filiated depository institution; or
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“(B) any affiliated depository institution to
offer or market any product or service of any
company, the shares of which are owned or con-
trolled by such holding company pursuant to
this subsection.””.

(b) COMMUNITY REINVESTMENT REQUIRE-
MENT.—Section 804 of the Community Reinvest-
ment Act of 1977 (12 U.S.C. 2903) is amended by
adding at the end the following new subsection:

““(c) FINANCIAL HOLDING COMPANY REQUIRE-
MENT.—

““(1) IN GENERAL.—AN election by a bank hold-
ing company to become a financial holding com-
pany under section 4 of the Bank Holding Com-
pany Act of 1956 shall not be effective if—

““(A) the Board finds that, as of the date the
declaration of such election and the -certifi-
cation is filed by such holding company under
section 4(1)(1)(C) of the Bank Holding Company
Act of 1956, not all of the subsidiary insured de-
pository institutions of the bank holding com-
pany had achieved a rating of ‘satisfactory
record of meeting community credit needs’, or
better, at the most recent examination of each
such institution; and

““(B) the Board notifies the company of such
finding before the end of the 30-day period be-
ginning on such date.

““(2) LIMITED EXCLUSIONS FOR NEWLY AC-
QUIRED INSURED DEPOSITORY INSTITUTIONS.—
Any insured depository institution acquired by
a bank holding company during the 12-month
period preceding the date of the submission to
the Board of the declaration and certification
under section 4(I)(1)(C) of the Bank Holding
Company Act of 1956 may be excluded for pur-
poses of paragraph (1) during the 12-month pe-
riod beginning on the date of such acquisition
if—

““(A) the bank holding company has submitted
an affirmative plan to the appropriate Federal
financial supervisory agency to take such action
as may be necessary in order for such institu-
tion to achieve a rating of ‘satisfactory record of
meeting community credit needs’, or better, at
the next examination of the institution; and

“(B) the plan has been accepted by such
agency.

““(3) DEFINITIONS.—For purposes of this sub-
section, the following definitions shall apply:

“(A) BANK HOLDING COMPANY; FINANCIAL
HOLDING COMPANY.—The terms ‘bank holding
company’ and ‘financial holding company’ have
the meanings given those terms in section 2 of
the Bank Holding Company Act of 1956.

‘“(B) BOARD.—The term ‘Board’ means the
Board of Governors of the Federal Reserve Sys-
tem.

““(C) INSURED DEPOSITORY INSTITUTION.—The
term ‘insured depository institution’ has the
meaning given the term in section 3(c) of the
Federal Deposit Insurance Act.”.

(c) TECHNICAL AND CONFORMING AMEND-
MENTS.—

(1) DEFINITIONS.—Section 2 of the Bank Hold-
ing Company Act of 1956 (12 U.S.C. 1841) is
amended—

(A) in subsection (n), by inserting ‘‘ ‘deposi-
tory institution’,”” after ‘‘the terms’’; and

(B) by adding at the end the following new
subsections:

““(p) FINANCIAL HOLDING COMPANY.—For pur-
poses of this Act, the term ‘financial holding
company’ means a bank holding company that
meets the requirements of section 4(1)(1).

““(q) INSURANCE COMPANY.—For purposes of
sections 4 and 5, the term ‘insurance company’
includes any person engaged in the business of
insurance to the extent of such activities.””.

(2) NOTICE PROCEDURES.—Section 4(j) of the
Bank Holding Company Act of 1956 (12 U.S.C.
1843(j)) is amended—

(A) In each of subparagraphs (A) and (E) of
paragraph (1), by inserting ‘“‘or in any com-
plementary activity under subsection (k)(1)(B)’
after ‘‘subsection (c)(8) or (a)(2)’’; and

(B) in paragraph (3)—

(i) by inserting **, other than any complemen-
tary activity under subsection (k)(1)(B),” after
‘“to engage in any activity’’; and
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(ii) by inserting “or a company engaged in
any complementary activity under subsection

(K)(1)(B)” after “‘insured depository institu-
tion”’.
(d) REPORT.—

(1) IN GENERAL.—BYy the end of the 4-year pe-
riod beginning on the date of the enactment of
this Act, the Board of Governors of the Federal
Reserve System and the Secretary of the Treas-
ury shall submit a joint report to the Congress
containing a summary of new activities, includ-
ing grandfathered commercial activities, in
which any financial holding company is en-
gaged pursuant to subsection (k)(1) or (n) of
section 4 of the Bank Holding Company Act of
1956 (as added by subsection (a)).

(2) OTHER CONTENTS.—The report submitted to
the Congress pursuant to paragraph (1) shall
also contain the following:

(A) A discussion of actions by the Board of
Governors of the Federal Reserve System and
the Secretary of the Treasury, whether by regu-
lation, order, interpretation, or guideline or by
approval or disapproval of an application, with
regard to activities of financial holding compa-
nies that are incidental to activities that are fi-
nancial in nature or complementary to such fi-
nancial activities.

(B) An analysis and discussion of the risks
posed by commercial activities of financial hold-
ing companies to the safety and soundness of
affiliate depository institutions.

(C) An analysis and discussion of the effect of
mergers and acquisitions under section 4(k) of
the Bank Holding Company Act of 1956 on mar-
ket concentration in the financial services in-
dustry.

SEC. 104. OPERATION OF STATE LAW.

(a) STATE REGULATION OF THE BUSINESS OF
INSURANCE.—The Act entitled ““An Act to ex-
press the intent of Congress with reference to
the regulation of the business of insurance’ and
approved March 9, 1945 (15 U.S.C. 1011 et seq.)
(commonly referred to as the ‘‘McCarran-Fer-
guson Act’’) remains the law of the United
States.

(b) MANDATORY INSURANCE LICENSING RE-
QUIREMENTS.—No person shall engage in the
business of insurance in a State as principal or
agent unless such person is licensed as required
by the appropriate insurance regulator of such
State in accordance with the relevant State in-
surance law, subject to subsections (c), (d), and
(e).

(c) AFFILIATIONS.—

(1) IN GENERAL.—Except as provided in para-
graph (2), no State may, by statute, regulation,
order, interpretation, or other action, prevent or
restrict a depository institution, or an affiliate
thereof, from being affiliated directly or indi-
rectly or associated with any person, as author-
ized or permitted by this Act or any other provi-
sion of Federal law.

(2) INSURANCE.—With respect to affiliations
between depository institutions, or any affiliate
thereof, and any insurer, paragraph (1) does not
prohibit—

(A) any State from—

(i) collecting, reviewing, and taking actions
(including approval and disapproval) on appli-
cations and other documents or reports con-
cerning any proposed acquisition of, or a
change or continuation of control of, an insurer
domiciled in that State; and

(ii) exercising authority granted under appli-
cable State law to collect information con-
cerning any proposed acquisition of, or a
change or continuation of control of, an insurer
engaged in the business of insurance in, and
regulated as an insurer by, such State;
during the 60-day period preceding the effective
date of the acquisition or change or continu-
ation of control, so long as the collecting, re-
viewing, taking actions, or exercising authority
by the State does not have the effect of discrimi-
nating, intentionally or unintentionally,
against a depository institution or an affiliate
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thereof, or against any other person based upon
an association of such person with a depository
institution;

(B) any State from requiring any person that
is acquiring control of an insurer domiciled in
that State to maintain or restore the capital re-
quirements of that insurer to the level required
under the capital regulations of general applica-
bility in that State to avoid the requirement of
preparing and filing with the insurance regu-
latory authority of that State a plan to increase
the capital of the insurer, except that any deter-
mination by the State insurance regulatory au-
thority with respect to such requirement shall be
made not later than 60 days after the date of
notification under subparagraph (A); or

(C) any State from restricting a change in the
ownership of stock in an insurer, or a company
formed for the purpose of controlling such in-
surer, after the conversion of the insurer from
mutual to stock form so long as such restriction
does not have the effect of discriminating, inten-
tionally or unintentionally, against a depository
institution or an affiliate thereof, or against
any other person based upon an association of
such person with a depository institution.

(d) ACTIVITIES.—

(1) IN GENERAL.—Except as provided in para-
graph (3), and except with respect to insurance
sales, solicitation, and cross marketing activi-
ties, which shall be governed by paragraph (2),
no State may, by statute, regulation, order, in-
terpretation, or other action, prevent or restrict
a depository institution or an affiliate thereof
from engaging directly or indirectly, either by
itself or in conjunction with an affiliate, or any
other person, in any activity authorized or per-
mitted under this Act and the amendments made
by this Act.

(2) INSURANCE SALES.—

(A) IN GENERAL.—InN accordance with the legal
standards for preemption set forth in the deci-
sion of the Supreme Court of the United States
in Barnett Bank of Marion County N.A. v. Nel-
son, 517 U.S. 25 (1996), no State may, by statute,
regulation, order, interpretation, or other ac-
tion, prevent or significantly interfere with the
ability of a depository institution, or an affiliate
thereof, to engage, directly or indirectly, either
by itself or in conjunction with an affiliate or
any other person, in any insurance sales, solici-
tation, or cross-marketing activity.

(B) CERTAIN STATE LAWS PRESERVED.—Not-
withstanding subparagraph (A), a State may
impose any of the following restrictions, or re-
strictions that are substantially the same as but
no more burdensome or restrictive than those in
each of the following clauses:

(i) Restrictions prohibiting the rejection of an
insurance policy by a depository institution or
an affiliate of a depository institution, solely be-
cause the policy has been issued or underwritten
by any person who is not associated with such
depository institution or affiliate when the in-
surance is required in connection with a loan or
extension of credit.

(ii) Restrictions prohibiting a requirement for
any debtor, insurer, or insurance agent or
broker to pay a separate charge in connection
with the handling of insurance that is required
in connection with a loan or other extension of
credit or the provision of another traditional
banking product by an depository institution, or
any affiliate of a depository institution, unless
such charge would be required when the deposi-
tory institution or affiliate is the licensed insur-
ance agent or broker providing the insurance.

(iii) Restrictions prohibiting the use of any
advertisement or other insurance promotional
material by a depository institution or any affil-
iate of a depository institution that would cause
a reasonable person to believe mistakenly that—

(1) the Federal Government or a State is re-
sponsible for the insurance sales activities of, or
stands behind the credit of, the institution or af-
filiate; or

(I1) a State, or the Federal Government guar-
antees any returns on insurance products, or is
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a source of payment on any insurance obliga-
tion of or sold by the institution or affiliate;

(iv) Restrictions prohibiting the payment or
receipt of any commission or brokerage fee or
other valuable consideration for services as an
insurance agent or broker to or by any person,
unless such person holds a valid State license
regarding the applicable class of insurance at
the time at which the services are performed, ex-
cept that, in this clause, the term ‘‘services as
an insurance agent or broker’” does not include
a referral by an unlicensed person of a customer
or potential customer to a licensed insurance
agent or broker that does not include a discus-
sion of specific insurance policy terms and con-
ditions.

(v) Restrictions prohibiting any compensation
paid to or received by any individual who is not
licensed to sell insurance, for the referral of a
customer that seeks to purchase, or seeks an
opinion or advice on, any insurance product to
a person that sells or provides opinions or ad-
vice on such product, based on the purchase of
insurance by the customer.

(vi) Restrictions prohibiting the release of the
insurance information of a customer (defined as
information concerning the premiums, terms,
and conditions of insurance coverage, including
expiration dates and rates, and insurance
claims of a customer contained in the records of
the depository institution or an affiliate thereof)
to any person other than an officer, director,
employee, agent, or affiliate of a depository in-
stitution, for the purpose of soliciting or selling
insurance, without the express consent of the
customer, other than a provision that
prohibits—

(1) a transfer of insurance information to an
unaffiliated insurer in connection with transfer-
ring insurance in force on existing insureds of
the depository institution or an affiliate thereof,
or in connection with a merger with or acquisi-
tion of an unaffiliated insurer; or

(I1) the release of information as otherwise
authorized by State or Federal law.

(vii) Restrictions prohibiting the use of health
information obtained from the insurance records
of a customer for any purpose, other than for its
activities as a licensed agent or broker, without
the express consent of the customer.

(viii) Restrictions prohibiting the extension of
credit or any product or service that is equiva-
lent to an extension of credit, lease or sale of
property of any kind, or furnishing of any serv-
ices or fixing or varying the consideration for
any of the foregoing, on the condition or re-
quirement that the customer obtain insurance
from a depository institution or an affiliate of a
depository institution, or a particular insurer,
agent, or broker, other than a prohibition that
would prevent any such depository institution
or affiliate—

(1) from engaging in any activity described in
this clause that would not violate section 106 of
the Bank Holding Company Act Amendments of
1970, as interpreted by the Board of Governors
of the Federal Reserve System; or

(I1) from informing a customer or prospective
customer that insurance is required in order to
obtain a loan or credit, that loan or credit ap-
proval is contingent upon the procurement by
the customer of acceptable insurance, or that in-
surance is available from the depository institu-
tion or an affiliate of the depository institution.

(ix) Restrictions requiring, when an applica-
tion by a consumer for a loan or other extension
of credit from a depository institution is pend-
ing, and insurance is offered or sold to the con-
sumer or is required in connection with the loan
or extension of credit by the depository institu-
tion or any affiliate thereof, that a written dis-
closure be provided to the consumer or prospec-
tive customer indicating that the customer’s
choice of an insurance provider will not affect
the credit decision or credit terms in any way,
except that the depository institution may im-
pose reasonable requirements concerning the
creditworthiness of the insurer and scope of cov-
erage chosen.
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(x) Restrictions requiring clear and con-
spicuous disclosure, in writing, where prac-
ticable, to the customer prior to the sale of any
insurance policy that such policy—

(1) is not a deposit;

(1) is not insured by the Federal Deposit In-
surance Corporation;

(111) is not guaranteed by any depository in-
stitution or, if appropriate, an affiliate of any
such institution or any person soliciting the
purchase of or selling insurance on the premises
thereof; and

(IV) where appropriate, involves investment
risk, including potential loss of principal.

(xi) Restrictions requiring that, when a cus-
tomer obtains insurance (other than credit in-
surance or flood insurance) and credit from a
depository institution, or any affiliate of such
institution, or any person soliciting the pur-
chase of or selling insurance on the premises
thereof, the credit and insurance transactions
be completed through separate documents.

(xii) Restrictions prohibiting, when a customer
obtains insurance (other than credit insurance
or flood insurance) and credit from a depository
institution or an affiliate of such institution, or
any person soliciting the purchase of or selling
insurance on the premises thereof, inclusion of
the expense of insurance premiums in the pri-
mary credit transaction without the express
written consent of the customer.

(xiii) Restrictions requiring maintenance of
separate and distinct books and records relating
to insurance transactions, including all files re-
lating to and reflecting consumer complaints,
and requiring that such insurance books and
records be made available to the appropriate
State insurance regulator for inspection upon
reasonable notice.

(C) LIMITATIONS.—

(i) OCC DEFERENCE.—Section 304(e) does not
apply with respect to any State statute, regula-
tion, order, interpretation, or other action re-
garding insurance sales, solicitation, or cross
marketing activities described in subparagraph
(A) that was issued, adopted, or enacted before
September 3, 1998, and that is not described in
subparagraph (B).

(ii) NONDISCRIMINATION.—Subsection (e) does
not apply with respect to any State statute, reg-
ulation, order, interpretation, or other action re-
garding insurance sales, solicitation, or cross
marketing activities described in subparagraph
(A) that was issued, adopted, or enacted before
September 3, 1998, and that is not described in
subparagraph (B).

(iii) CONSTRUCTION.—Nothing in this para-
graph shall be construed—

(1) to limit the applicability of the decision of
the Supreme Court in Barnett Bank of Marion
County N.A. v. Nelson, 517 U.S. 25 (1996) with
respect to any State statute, regulation, order,
interpretation, or other action that is not re-
ferred to or described in subparagraph (B); or

(I1) to create any inference with respect to
any State statute, regulation, order, interpreta-
tion, or other action that is not described in this
paragraph.

(3) INSURANCE ACTIVITIES OTHER THAN
SALES.—State statutes, regulations, interpreta-
tions, orders, and other actions shall not be pre-
empted under paragraph (1) to the extent that
they—

(A) relate to, or are issued, adopted, or en-
acted for the purpose of regulating the business
of insurance in accordance with the Act entitled
“An Act to express the intent of Congress with
reference to the regulation of the business of in-
surance’” and approved March 9, 1945 (15 U.S.C.
1011 et seq.) (commonly referred to as the
““McCarran-Ferguson Act’’);

(B) apply only to persons that are not deposi-
tory institutions, but that are directly engaged
in the business of insurance (except that they
may apply to depository institutions engaged in
providing savings bank life insurance as prin-
cipal to the extent of regulating such insur-
ance);
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(C) do not relate to or directly or indirectly
regulate insurance sales, solicitations, or cross
marketing activities; and

(D) are not prohibited under subsection (e).

(4) FINANCIAL ACTIVITIES OTHER THAN INSUR-
ANCE.—No State statute, regulation, order, in-
terpretation, or other action shall be preempted
under paragraph (1) to the extent that—

(A) it does not relate to, and is not issued and
adopted, or enacted for the purpose of regu-
lating, directly or indirectly, insurance sales, so-
licitations, or cross marketing activities covered
under paragraph (2);

(B) it does not relate to, and is not issued and
adopted, or enacted for the purpose of regu-
lating, directly or indirectly, the business of in-
surance activities other than sales, solicitations,
or cross marketing activities, covered under
paragraph (3);

(C) it does not relate to securities investiga-
tions or enforcement actions referred to in sub-
section (f); and

(D) it—

(i) does not distinguish by its terms between
depository institutions, and affiliates thereof,
engaged in the activity at issue and other per-
sons engaged in the same activity in a manner
that is in any way adverse with respect to the
conduct of the activity by any such depository
institution or affiliate engaged in the activity at
issue;

(i) as interpreted or applied, does not have,
and will not have, an impact on depository in-
stitutions, or affiliates thereof, engaged in the
activity at issue, or any person who has an as-
sociation with any such depository institution
or affiliate, that is substantially more adverse
than its impact on other persons engaged in the
same activity that are not depository institu-
tions or affiliates thereof, or persons who do not
have an association with any such depository
institution or affiliate;

(iii) does not effectively prevent a depository
institution or affiliate thereof from engaging in
activities authorized or permitted by this Act or
any other provision of Federal law; and

(iv) does not conflict with the intent of this
Act generally to permit affiliations that are au-
thorized or permitted by Federal law.

(e) NONDISCRIMINATION.—Except as provided
in any restrictions described in subsection
(d)(2)(B), no State may, by statute, regulation,
order, interpretation, or other action, regulate
the insurance activities authorized or permitted
under this Act or any other provision of Federal
law of a depository institution, or affiliate
thereof, to the extent that such statute, regula-
tion, order, interpretation, or other action—

(1) distinguishes by its terms between deposi-
tory institutions, or affiliates thereof, and other
persons engaged in such activities, in a manner
that is in any way adverse to any such deposi-
tory institution, or affiliate thereof;

(2) as interpreted or applied, has or will have
an impact on depository institutions, or affili-
ates thereof, that is substantially more adverse
than its impact on other persons providing the
same products or services or engaged in the
same activities that are not depository institu-
tions, or affiliates thereof, or persons or entities
affiliated therewith;

(3) effectively prevents a depository institu-
tion, or affiliate thereof, from engaging in insur-
ance activities authorized or permitted by this
Act or any other provision of Federal law; or

(4) conflicts with the intent of this Act gen-
erally to permit affiliations that are authorized
or permitted by Federal law between depository
institutions, or affiliates thereof, and persons
engaged in the business of insurance.

(f) LimITATION.—Subsections (c) and (d) shall
not be construed to affect—

(1) the jurisdiction of the securities commis-
sion (or any agency or office performing like
functions) of any State, under the laws of such
State—

(A) to investigate and bring enforcement ac-
tions, consistent with section 18(c) of the Securi-
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ties Act of 1933, with respect to fraud or deceit
or unlawful conduct by any person, in connec-
tion with securities or securities transactions; or

(B) to require the registration of securities or
the licensure or registration of brokers, dealers,
or investment advisers (consistent with section
203A of the Investment Advisers Act of 1940), or
the associated persons of a broker, dealer, or in-
vestment adviser (consistent with such section
203A); or

(2) State laws, regulations, orders, interpreta-
tions, or other actions of general applicability
relating to the governance of corporations, part-
nerships, limited liability companies, or other
business associations incorporated or formed
under the laws of that State or domiciled in that
State, or the applicability of the antitrust laws
of any State or any State law that is similar to
the antitrust laws if such laws, regulations, or-
ders, interpretations, or other actions are not in-
consistent with the purposes of this Act to au-
thorize or permit certain affiliations and to re-
move barriers to such affiliations.

(9) DEFINITIONS.—For purposes of this section,
the following definitions shall apply:

(1) AFFILIATE.—The term ‘‘affiliate”” means
any company that controls, is controlled by, or
is under common control with another company.

(2) ANTITRUST LAWS.—The term ‘‘antitrust
laws’ has the meaning given the term in sub-
section (a) of the first section of the Clayton
Act, and includes section 5 of the Federal Trade
Commission Act (to the extent that such section
5 relates to unfair methods of competition).

(3) DEPOSITORY INSTITUTION.—The term ‘‘de-
pository institution”—

(A) has the meaning given the term in section
3 of the Federal Deposit Insurance Act; and

(B) includes any foreign bank that maintains
a branch, agency, or commercial lending com-
pany in the United States.

(4) INSURER.—The term ‘‘insurer’” means any
person engaged in the business of insurance.

(5) STATE.—The term “‘State’” means any State
of the United States, the District of Columbia,
any territory of the United States, Puerto Rico,
Guam, American Samoa, the Trust Territory of
the Pacific Islands, the Virgin Islands, and the
Northern Mariana Islands.

SEC. 105. MUTUAL BANK HOLDING COMPANIES
AUTHORIZED.

Section 3(g)(2) of the Bank Holding Company
Act of 1956 (12 U.S.C. 1842(g)(2)) is amended to
read as follows:

““(2) REGULATIONS.—A bank holding company
organized as a mutual holding company shall be
regulated on terms, and shall be subject to limi-
tations, comparable to those applicable to any
other bank holding company.”’.

SEC. 106. PROHIBITION ON DEPOSIT PRODUC-
TION OFFICES.

Section 109(e)(4) of the Riegle-Neal Interstate
Banking and Branching Efficiency Act of 1994
(12 U.S.C. 1835a(e)(4)) is amended by inserting
““and any branch of a bank controlled by an
out-of-State bank holding company (as defined
in section 2(0)(7) of the Bank Holding Company
Act of 1956)" before the period.

SEC. 107. CROSS MARKETING RESTRICTION; LIM-
ITED PURPOSE BANK RELIEF; DIVES-
TITURE.

(a) CROSS MARKETING RESTRICTION.—Section
4(f) of the Bank Holding Company Act of 1956
(12 U.S.C. 1843(f)) is amended by striking para-
graph (3).

(b) DAYLIGHT OVERDRAFTS.—Section 4(f) of
the Bank Holding Company Act of 1956 (12
U.S.C. 1843(f)) is amended by inserting after
paragraph (2) the following new paragraph:

““(3) PERMISSIBLE OVERDRAFTS DESCRIBED.—
For purposes of paragraph (2)(C), an overdraft
is described in this paragraph if—

“(A) such overdraft results from an inad-
vertent computer or accounting error that is be-
yond the control of both the bank and the affil-
iate;

““(B) such overdraft—
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““(i) is permitted or incurred on behalf of an
affiliate that is monitored by, reports to, and is
recognized as a primary dealer by the Federal
Reserve Bank of New York; and

“(ii) is fully secured, as required by the
Board, by bonds, notes, or other obligations that
are direct obligations of the United States or on
which the principal and interest are fully guar-
anteed by the United States or by securities and
obligations eligible for settlement on the Federal
Reserve book entry system; or

““(C) such overdraft—

““(i) is permitted or incurred by, or on behalf
of, an affiliate in connection with an activity
that is financial in nature or incidental to a fi-
nancial activity; and

““(ii) does not cause the bank to violate any
provision of section 23A or 23B of the Federal
Reserve Act, either directly, in the case of a
bank that is a member of the Federal Reserve
System, or by virtue of section 18(j) of the Fed-
eral Deposit Insurance Act, in the case of a
bank that is not a member of the Federal Re-
serve System.””.

(c) INDUSTRIAL LOAN COMPANIES; AFFILIATE
OVERDRAFTS.—Section 2(c)(2)(H) of the Bank
Holding Company Act of 1956 (12 U.S.C.
1841(c)(2)(H)) is amended by inserting *‘, or that
is otherwise permissible for a bank controlled by
a company described in section 4(f)(1)” before
the period at the end.

(d) ACTIVITIES LIMITATIONS.—Section 4(f)(2)
of the Bank Holding Company Act of 1956 (12
U.S.C. 1843(f)(2)) is amended—

(1) by striking ‘““Paragraph (1) shall cease to
apply to any company described in such para-
graph if—"" and inserting ‘‘Subject to paragraph
(3), a company described in paragraph (1) shall
no longer qualify for the exemption provided
under that paragraph if—"’;

(2) in subparagraph (A)—

(A) in clause (ii)(IX), by striking “‘and’’ at the
end;

(B) in clause (ii)(X), by inserting ‘“‘and’’ after
the semicolon;

(C) in clause (ii), by inserting after subclause
(X) the following new subclause:

“(X1) assets that are derived from, or inci-
dental to, activities in which institutions de-
scribed in subparagraph (F) or (H) of section
2(c)(2) are permitted to engage;’’; and

(D) by striking “‘or’’ at the end; and

(3) by striking subparagraph (B) and inserting
the following:

“(B) any bank subsidiary of such company—

““(i) accepts demand deposits or deposits that
the depositor may withdraw by check or similar
means for payment to third parties; and

““(ii) engages in the business of making com-
mercial loans (except that, for purposes of this
clause, loans made in the ordinary course of a
credit card operation shall not be treated as
commercial loans); or

“(C) after the date of the enactment of the
Competitive Equality Amendments of 1987, any
bank subsidiary of such company permits any
overdraft (including any intraday overdraft), or
incurs any such overdraft in the account of the
bank at a Federal reserve bank, on behalf of an
affiliate, other than an overdraft described in
paragraph (3).”".

(e) DIVESTITURE  REQUIREMENT.—Section
4(f)(4) of the Bank Holding Company Act of 1956
(12 U.S.C. 1843(f)(4)) is amended to read as fol-
lows:

““(4) DIVESTITURE IN CASE OF LOSS OF EXEMP-
TION.—If any company described in paragraph
(1) fails to qualify for the exemption provided
under paragraph (1) by operation of paragraph
(2), such exemption shall cease to apply to such
company and such company shall divest control
of each bank it controls before the end of the
180-day period beginning on the date on which
the company receives notice from the Board that
the company has failed to continue to qualify
for such exemption, unless, before the end of
such 180-day period, the company has—

“(A) either—
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““(i) corrected the condition or ceased the ac-
tivity that caused the company to fail to con-
tinue to qualify for the exemption; or

‘(i) submitted a plan to the Board for ap-
proval to cease the activity or correct the condi-
tion in a timely manner (which shall not exceed
1 year); and

““(B) implemented procedures that are reason-
ably adapted to avoid the reoccurrence of such
condition or activity.”’.

(f) FOREIGN BANK SUBSIDIARIES OF LIMITED
PURPOSE CREDIT CARD BANKs.—Section 4(f) of
the Bank Holding Company Act of 1956 (12
U.S.C. 1843(f)) is amended by adding at the end
the following new paragraph:

““(14) FOREIGN BANK SUBSIDIARIES OF LIMITED
PURPOSE CREDIT CARD BANKS.—

““(A) IN GENERAL.—AnN institution described in
section 2(c)(2)(F) may control a foreign bank
if—

“(i) the investment of the institution in the
foreign bank meets the requirements of section
25 or 25A of the Federal Reserve Act and the
foreign bank qualifies under such sections;

““(ii) the foreign bank does not offer any prod-
ucts or services in the United States; and

““(iii) the activities of the foreign bank are
permissible under otherwise applicable law.

““(B) OTHER LIMITATIONS INAPPLICABLE.—The
limitations contained in any clause of section
2(c)(2)(F) shall not apply to a foreign bank de-
scribed in subparagraph (A) that is controlled
by an institution described in such section.”’.
SEC. 108. USE OF SUBORDINATED DEBT TO PRO-

TECT FINANCIAL SYSTEM AND DE-
POSIT FUNDS FROM “TOO BIG TO
FAIL” INSTITUTIONS.

(a) STuDY REQUIRED.—The Board of Gov-
ernors of the Federal Reserve System and the
Secretary of the Treasury shall conduct a study
of—

(1) the feasibility and appropriateness of es-
tablishing a requirement that, with respect to
large insured depository institutions and deposi-
tory institution holding companies the failure of
which could have serious adverse effects on eco-
nomic conditions or financial stability, such in-
stitutions and holding companies maintain some
portion of their capital in the form of subordi-
nated debt in order to bring market forces and
market discipline to bear on the operation of,
and the assessment of the viability of, such in-
stitutions and companies and reduce the risk to
economic conditions, financial stability, and
any deposit insurance fund;

(2) if such requirement is feasible and appro-
priate, the appropriate amount or percentage of
capital that should be subordinated debt con-
sistent with such purposes; and

(3) the manner in which any such requirement
could be incorporated into existing capital
standards and other issues relating to the tran-
sition to such a requirement.

(b) REPORT.—Before the end of the 18-month
period beginning on the date of the enactment
of this Act, the Board of Governors of the Fed-
eral Reserve System and the Secretary of the
Treasury shall submit a report to the Congress
containing the findings and conclusions of the
Board and the Secretary in connection with the
study required under subsection (a), together
with such legislative and administrative pro-
posals as the Board and the Secretary may de-
termine to be appropriate.

(c) DEFINITIONS.—For purposes of subsection
(a), the following definitions shall apply:

(1) BANK HOLDING COMPANY.—The term ‘“‘bank
holding company’ has the meaning given the
term in section 2 of the Bank Holding Company
Act of 1956.

(2) INSURED DEPOSITORY INSTITUTION.—The
term “‘insured depository institution’ has the
meaning given the term in section 3(c) of the
Federal Deposit Insurance Act.

(3) SUBORDINATED DEBT.—The term ‘‘subordi-
nated debt’’ means unsecured debt that—

(A) has an original weighted average maturity
of not less than 5 years;
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(B) is subordinated as to payment of principal
and interest to all other indebtedness of the
bank, including deposits;

(C) is not supported by any form of credit en-
hancement, including a guarantee or standby
letter of credit; and

(D) is not held in whole or in part by any af-
filiate or institution-affiliated party of the in-
sured depository institution or bank holding
company.

SEC. 109. STUDY OF FINANCIAL MODERNIZA-
TION'S EFFECT ON THE ACCESSI-
BILITY OF SMALL BUSINESS AND
FARM LOANS.

(a) STUDY.—The Secretary of the Treasury, in
consultation with the Federal banking agencies
(as defined in section 3(z) of the Federal Deposit
Insurance Act), shall conduct a study of the ex-
tent to which credit is being provided to and for
small businesses and farms, as a result of this
Act and the amendments made by this Act.

(b) REPORT.—Before the end of the 5-year pe-
riod beginning on the date of the enactment of
this Act, the Secretary, in consultation with the
Federal banking agencies, shall submit a report
to the Congress on the study conducted pursu-
ant to subsection (a) and shall include such rec-
ommendations as the Secretary determines to be
appropriate for administrative and legislative
action.

Subtitle B—Streamlining Supervision of Bank
Holding Companies
SEC. 111. STREAMLINING BANK HOLDING COM-
PANY SUPERVISION.

Section 5(c) of the Bank Holding Company
Act of 1956 (12 U.S.C. 1844(c)) is amended to
read as follows:

*‘(c) REPORTS AND EXAMINATIONS.—

““(1) REPORTS.—

““(A) IN GENERAL.—The Board, from time to
time, may require a bank holding company and
any subsidiary of such company to submit re-
ports under oath to keep the Board informed as
to—

““(i) its financial condition, systems for moni-
toring and controlling financial and operating
risks, and transactions with depository institu-
tion subsidiaries of the bank holding company;
and

(i) compliance by the company or subsidiary
with applicable provisions of this Act or any
other Federal law that the Board has specific
jurisdiction to enforce against such company or
subsidiary.

““(B) USE OF EXISTING REPORTS.—

““(i) IN GENERAL.—For purposes of compliance
with this paragraph, the Board shall, to the
fullest extent possible, accept—

“(1) reports that a bank holding company or
any subsidiary of such company has provided or
been required to provide to other Federal or
State supervisors or to appropriate self-regu-
latory organizations;

“(I1) information that is otherwise required to
be reported publicly; and

“(111) externally audited financial statements.

““(ii) AVAILABILITY.—A bank holding company
or a subsidiary of such company shall provide to
the Board, at the request of the Board, a report
referred to in clause (i).

*“(iii) REPORTS FILED WITH OTHER AGENCIES.—

“(1) IN GENERAL.—In the event that the Board
requires a report under this subsection from a
functionally regulated subsidiary of a bank
holding company of a kind that is not required
by another Federal or State regulatory author-
ity or an appropriate self-regulatory organiza-
tion, the Board shall first request that the ap-
propriate regulatory authority or self-regulatory
organization obtain such report.

“(I1)  AVAILABILITY FROM OTHER SUB-
SIDIARY.—If the report is not made available to
the Board, and the report is necessary to assess
a material risk to the bank holding company or
any of its depository institution subsidiaries or
compliance with this Act or any other Federal
law that the Board has specific jurisdiction to
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enforce against such company or subsidiary or
the systems described in paragraph (2)(A)(ii)(11),
the Board may require such functionally regu-
lated subsidiary to provide such a report to the
Board.

*“(2) EXAMINATIONS.—

“(A) EXAMINATION AUTHORITY FOR BANK
HOLDING COMPANIES AND SUBSIDIARIES.—Subject
to subparagraph (B), the Board may make ex-
aminations of each bank holding company and
each subsidiary of such holding company in
order—

‘(i) to inform the Board of the nature of the
operations and financial condition of the hold-
ing company and such subsidiaries;

““(ii) to inform the Board of—

“(1) the financial and operational risks within
the holding company system that may pose a
threat to the safety and soundness of any de-
pository institution subsidiary of such holding
company; and

“(11) the systems for monitoring and control-
ling such risks; and

““(iii) to monitor compliance with the provi-
sions of this Act or any other Federal law that
the Board has specific jurisdiction to enforce
against such company or subsidiary and those
governing transactions and relationships be-
tween any depository institution subsidiary and
its affiliates.

“(B) FUNCTIONALLY REGULATED SUBSIDI-
ARIES.—Notwithstanding subparagraph (A), the
Board may make examinations of a functionally
regulated subsidiary of a bank holding company
only if—

““(i) the Board has reasonable cause to believe
that such subsidiary is engaged in activities
that pose a material risk to an affiliated deposi-
tory institution;

‘(i) the Board reasonably determines, after
reviewing relevant reports, that examination of
the subsidiary is necessary to adequately inform
the Board of the systems described in subpara-
graph (A)(ii)(11); or

““(iii) based on reports and other available in-
formation, the Board has reasonable cause to
believe that a subsidiary is not in compliance
with this Act or any other Federal law that the
Board has specific jurisdiction to enforce
against such subsidiary, including provisions re-
lating to transactions with an affiliated deposi-
tory institution, and the Board cannot make
such determination through examination of the
affiliated depository institution or the bank
holding company.

““(C) RESTRICTED FOCUS OF EXAMINATIONS.—
The Board shall, to the fullest extent possible,
limit the focus and scope of any examination of
a bank holding company to—

““(i) the bank holding company; and

‘(i) any subsidiary of the bank holding com-
pany that could have a materially adverse effect
on the safety and soundness of any depository
institution subsidiary of the holding company
due to—

“(1) the size, condition, or activities of the
subsidiary; or

“(I11) the nature or size of transactions be-
tween the subsidiary and any depository insti-
tution that is also a subsidiary of the bank
holding company.

‘(D) DEFERENCE TO BANK EXAMINATIONS.—
The Board shall, to the fullest extent possible,
for the purposes of this paragraph, use the re-
ports of examinations of depository institutions
made by the appropriate Federal and State de-
pository institution supervisory authority.

““(E) DEFERENCE TO OTHER EXAMINATIONS.—
The Board shall, to the fullest extent possible,
forego an examination by the Board under this
paragraph and instead review the reports of ex-
amination made of—

‘(i) any registered broker or dealer by or on
behalf of the Securities and Exchange Commis-
sion;

“(ii) any registered investment adviser prop-
erly registered by or on behalf of either the Se-
curities and Exchange Commission or any State;
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“(iii) any licensed insurance company by or
on behalf of any State regulatory authority re-
sponsible for the supervision of insurance com-
panies; and

“(iv) any other subsidiary that the Board
finds to be comprehensively supervised by a
Federal or State authority.

““(3) CAPITAL.—

“(A) IN GENERAL.—The Board may not, by
regulation, guideline, order, or otherwise, pre-
scribe or impose any capital or capital adequacy
rules, guidelines, standards, or requirements on
any functionally regulated subsidiary of a bank
holding company that—

““(i) is not a depository institution; and

(i) is—

“EI)) in compliance with the applicable capital
requirements of its Federal regulatory authority
(including the Securities and Exchange Commis-
sion) or State insurance authority;

“(11) properly registered as an investment ad-
viser under the Investment Advisers Act of 1940,
or with any State; or

“(111) is licensed as an insurance agent with
the appropriate State insurance authority.

““(B) RULE OF CONSTRUCTION.—Subparagraph
(A) shall not be construed as preventing the
Board from imposing capital or capital ade-
quacy rules, guidelines, standards, or require-
ments with respect to—

‘(i) activities of a registered investment ad-
viser other than with respect to investment advi-
sory activities or activities incidental to invest-
ment advisory activities; or

““(ii) activities of a licensed insurance agent
other than insurance agency activities or activi-
ties incidental to insurance agency activities.

““(C) LIMITATIONS ON INDIRECT ACTION.—In
developing, establishing, or assessing bank hold-
ing company capital or capital adequacy rules,
guidelines, standards, or requirements for pur-
poses of this paragraph, the Board may not take
into account the activities, operations, or invest-
ments of an affiliated investment company reg-
istered under the Investment Company Act of
1940, unless the investment company is—

““(i) a bank holding company; or

““(ii) controlled by a bank holding company by
reason of ownership by the bank holding com-
pany (including through all of its affiliates) of
25 percent or more of the shares of the invest-
ment company, and the shares owned by the
bank holding company have a market value
equal to more than $1,000,000.

““(4) FUNCTIONAL REGULATION OF SECURITIES
AND INSURANCE ACTIVITIES.—

““(A) SECURITIES ACTIVITIES.—Securities ac-
tivities conducted in a functionally regulated
subsidiary of a depository institution shall be
subject to regulation by the Securities and Ex-
change Commission, and by relevant State secu-
rities authorities, as appropriate, subject to sec-
tion 104 of the Gramm-Leach-Bliley Act, to the
same extent as if they were conducted in a non-
depository institution subsidiary of a bank hold-
ing company.

“(B) INSURANCE ACTIVITIES.—Subject to sec-
tion 104 of the Gramm-Leach-Bliley Act, insur-
ance agency and brokerage activities and activi-
ties as principal conducted in a functionally
regulated subsidiary of a depository institution
shall be subject to regulation by a State insur-
ance authority to the same extent as if they
were conducted in a nondepository institution
subsidiary of a bank holding company.

““(5) DEFINITION.—For purposes of this sub-
section, the term ‘functionally regulated sub-
sidiary’ means any company—

“(A) that is not a bank holding company or a
depository institution; and

“(B) that is—

““(i) a broker or dealer that is registered under
the Securities Exchange Act of 1934;

““(ii) a registered investment adviser, properly
registered by or on behalf of either the Securities
and Exchange Commission or any State, with
respect to the investment advisory activities of
such investment adviser and activities inci-
dental to such investment advisory activities;
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“(iii) an investment company that is reg-
istered under the Investment Company Act of
1940;

““(iv) an insurance company, with respect to
insurance activities of the insurance company
and activities incidental to such insurance ac-
tivities, that is subject to supervision by a State
insurance regulator; or

“(v) an entity that is subject to regulation by
the Commodity Futures Trading Commission,
with respect to the commodities activities of
such entity and activities incidental to such
commodities activities.”.

SEC. 112. AUTHORITY OF STATE INSURANCE REG-
ULATOR AND SECURITIES AND EX-
CHANGE COMMISSION.

(a) BANK HOLDING COMPANIES.—Section 5 of
the Bank Holding Company Act of 1956 (12
U.S.C. 1844) is amended by adding at the end
the following new subsection:

““(g) AUTHORITY OF STATE INSURANCE REGU-
LATOR AND THE SECURITIES AND EXCHANGE COM-
MISSION.—

““(1) IN GENERAL.—Notwithstanding any other
provision of law, any regulation, order, or other
action of the Board that requires a bank hold-
ing company to provide funds or other assets to
a subsidiary depository institution shall not be
effective nor enforceable with respect to an enti-
ty described in subparagraph (A) if—

““(A) such funds or assets are to be provided
by—

‘(i) a bank holding company that is an insur-
ance company, a broker or dealer registered
under the Securities Exchange Act of 1934, an
investment company registered under the Invest-
ment Company Act of 1940, or an investment ad-
viser registered by or on behalf of either the Se-
curities and Exchange Commission or any State;
or

‘(i) an affiliate of the depository institution
that is an insurance company or a broker or
dealer registered under the Securities Exchange
Act of 1934, an investment company registered
under the Investment Company Act of 1940, or
an investment adviser registered by or on behalf
of either the Securities and Exchange Commis-
sion or any State; and

““(B) the State insurance authority for the in-
surance company or the Securities and Ex-
change Commission for the registered broker,
dealer, investment adviser (solely with respect to
investment advisory activities or activities inci-
dental thereto), or investment company, as the
case may be, determines in writing sent to the
holding company and the Board that the hold-
ing company shall not provide such funds or as-
sets because such action would have a material
adverse effect on the financial condition of the
insurance company or the broker, dealer, invest-
ment company, or investment adviser, as the
case may be.

““(2) NOTICE TO STATE INSURANCE AUTHORITY
OR SEC REQUIRED.—If the Board requires a bank
holding company, or an affiliate of a bank hold-
ing company, that is an insurance company or
a broker, dealer, investment company, or invest-
ment adviser described in paragraph (1)(A) to
provide funds or assets to a depository institu-
tion subsidiary of the holding company pursu-
ant to any regulation, order, or other action of
the Board referred to in paragraph (1), the
Board shall promptly notify the State insurance
authority for the insurance company, the Secu-
rities and Exchange Commission, or State secu-
rities regulator, as the case may be, of such re-
quirement.

‘“(3) DIVESTITURE IN LIEU OF OTHER ACTION.—
If the Board receives a notice described in para-
graph (1)(B) from a State insurance authority or
the Securities and Exchange Commission with
regard to a bank holding company or affiliate
referred to in that paragraph, the Board may
order the bank holding company to divest the
depository institution not later than 180 days
after receiving the notice, or such longer period
as the Board determines consistent with the safe
and sound operation of the depository institu-
tion.
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‘“(4) CONDITIONS BEFORE DIVESTITURE.—Dur-
ing the period beginning on the date an order to
divest is issued by the Board under paragraph
(3) to a bank holding company and ending on
the date the divestiture is completed, the Board
may impose any conditions or restrictions on the
holding company’s ownership or operation of
the depository institution, including restricting
or prohibiting transactions between the deposi-
tory institution and any affiliate of the institu-
tion, as are appropriate under the cir-
cumstances.

““(5) RULE OF CONSTRUCTION.—NOo provision of
this subsection may be construed as limiting or
otherwise affecting, except to the extent specifi-
cally provided in this subsection, the regulatory
authority, including the scope of the authority,
of any Federal agency or department with re-
gard to any entity that is within the jurisdiction
of such agency or department.””.

(b) SUBSIDIARIES OF DEPOSITORY INSTITU-
TIONS.—The Federal Deposit Insurance Act (12
U.S.C. 1811 et seq.) is amended by adding at the
end the following new section:

“SEC. 45. AUTHORITY OF STATE INSURANCE REG-
ULATOR AND SECURITIES AND EX-
CHANGE COMMISSION.

““(a) IN GENERAL.—Notwithstanding any other
provision of law, the provisions of—

““(1) section 5(c) of the Bank Holding Com-
pany Act of 1956 that limit the authority of the
Board of Governors of the Federal Reserve Sys-
tem to require reports from, to make examina-
tions of, or to impose capital requirements on
holding companies and their functionally regu-
lated subsidiaries or that require deference to
other regulators;

““(2) section 5(g) of the Bank Holding Com-
pany Act of 1956 that limit the authority of the
Board to require a functionally regulated sub-
sidiary of a holding company to provide capital
or other funds or assets to a depository institu-
tion subsidiary of the holding company and to
take certain actions including requiring divesti-
ture of the depository institution; and

““(3) section 10A of the Bank Holding Com-
pany Act of 1956 that limit whatever authority
the Board might otherwise have to take direct or
indirect action with respect to holding compa-
nies and their functionally regulated subsidi-
aries;
shall also limit whatever authority that a Fed-
eral banking agency might otherwise have
under any statute or regulation to require re-
ports, make examinations, impose capital re-
quirements, or take any other direct or indirect
action with respect to any functionally regu-
lated affiliate of a depository institution, subject
to the same standards and requirements as are
applicable to the Board under those provisions.

“(b) CERTAIN EXEMPTION AUTHORIZED.—NoO
provision of this section shall be construed as
preventing the Corporation, if the Corporation
finds it necessary to determine the condition of
a depository institution for insurance purposes,
from examining an affiliate of any depository
institution, pursuant to section 10(b)(4), as may
be necessary to disclose fully the relationship
between the depository institution and the affil-
iate, and the effect of such relationship on the
depository institution.

““(c) DEFINITIONS.—For purposes of this sec-
tion, the following definitions shall apply:

““(1) FUNCTIONALLY REGULATED SUBSIDIARY.—
The term ‘functionally regulated subsidiary’ has
the meaning given the term in section 5(c)(5) of
the Bank Holding Company Act of 1956.

““(2) FUNCTIONALLY REGULATED AFFILIATE.—
The term ‘functionally regulated affiliate’
means, with respect to any depository institu-
tion, any affiliate of such depository institution
that is—

““(A) not a depository institution holding com-
pany; and

“(B) a company described in any clause of
section 5(c)(5)(B) of the Bank Holding Company
Act of 1956.”.
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SEC. 113. ROLE OF THE BOARD OF GOVERNORS
OF THE FEDERAL RESERVE SYSTEM.

The Bank Holding Company Act of 1956 (12
U.S.C. 1841 et seq.) is amended by inserting after
section 10 the following new section:

“SEC. 10A. LIMITATION ON RULEMAKING, PRU-
DENTIAL, SUPERVISORY, AND EN-
FORCEMENT AUTHORITY OF THE
BOARD.

“(@) LIMITATION ON DIRECT ACTION.—The
Board may not prescribe regulations, issue or
seek entry of orders, impose restraints, restric-
tions, guidelines, requirements, safeguards, or
standards, or otherwise take any action under
or pursuant to any provision of this Act or sec-
tion 8 of the Federal Deposit Insurance Act
against or with respect to a functionally regu-
lated subsidiary of a bank holding company
unless—

““(1) the action is necessary to prevent or re-
dress an unsafe or unsound practice or breach
of fiduciary duty by such subsidiary that poses
a material risk to—

“(A) the financial safety, soundness, or sta-
bility of an affiliated depository institution; or

“(B) the domestic or international payment
system; and

““(2) the Board finds that it is not reasonably
possible to protect effectively against the mate-
rial risk at issue through action directed at or
against the affiliated depository institution or
against depository institutions generally.

““(b) LIMITATION ON INDIRECT ACTION.—The
Board may not prescribe regulations, issue or
seek entry of orders, impose restraints, restric-
tions, guidelines, requirements, safeguards, or
standards, or otherwise take any action under
or pursuant to any provision of this Act or sec-
tion 8 of the Federal Deposit Insurance Act
against or with respect to a bank holding com-
pany that requires the bank holding company to
require a functionally regulated subsidiary of
the holding company to engage, or to refrain
from engaging, in any conduct or activities un-
less the Board could take such action directly
against or with respect to the functionally regu-
lated subsidiary in accordance with subsection
(a).
““(c) ACTIONS SPECIFICALLY AUTHORIZED.—
Notwithstanding subsection (a) or (b), the
Board may take action under this Act or section
8 of the Federal Deposit Insurance Act to en-
force compliance by a functionally regulated
subsidiary of a bank holding company with any
Federal law that the Board has specific jurisdic-
tion to enforce against such subsidiary.

““(d) FUNCTIONALLY REGULATED SUBSIDIARY
DEFINED.—For purposes of this section, the term
‘functionally regulated subsidiary’ has the
meaning given the term in section 5(c)(5).”".

SEC. 114. PRUDENTIAL SAFEGUARDS.

(a) COMPTROLLER OF THE CURRENCY.—

(1) IN GENERAL.—The Comptroller of the Cur-
rency may, by regulation or order, impose re-
strictions or requirements on relationships or
transactions between a national bank and a
subsidiary of the national bank that the Comp-
troller finds are—

(A) consistent with the purposes of this Act,
title LXII of the Revised Statutes of the United
States, and other Federal law applicable to na-
tional banks; and

(B) appropriate to avoid any significant risk
to the safety and soundness of insured deposi-
tory institutions or any Federal deposit insur-
ance fund or other adverse effects, such as
undue concentration of resources, decreased or
unfair competition, conflicts of interests, or un-
sound banking practices.

(2) REVIEW.—The Comptroller of the Currency
shall regularly—

(A) review all restrictions or requirements es-
tablished pursuant to paragraph (1) to deter-
mine whether there is a continuing need for any
such restriction or requirement to carry out the
purposes of the Act, including the avoidance of
any adverse effect referred to in paragraph
(1)(B); and
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(B) modify or eliminate any such restriction or
requirement the Comptroller finds is no longer
required for such purposes.

(b) BOARD OF GOVERNORS OF THE FEDERAL
RESERVE SYSTEM.—

(1) IN GENERAL.—The Board of Governors of
the Federal Reserve System may, by regulation
or order, impose restrictions or requirements on
relationships or transactions—

(A) between a depository institution sub-
sidiary of a bank holding company and any af-
filiate of such depository institution (other than
a subsidiary of such institution); or

(B) between a State member bank and a sub-
sidiary of such bank;
if the Board makes a finding described in para-
graph (2) with respect to such restriction or re-
quirement.

(2) FINDING.—The Board of Governors of the
Federal Reserve System may exercise authority
under paragraph (1) if the Board finds that the
exercise of such authority is—

(A) consistent with the purposes of this Act,
the Bank Holding Company Act of 1956, the
Federal Reserve Act, and other Federal law ap-
plicable to depository institution subsidiaries of
bank holding companies or State member banks,
as the case may be; and

(B) appropriate to prevent an evasion of any
provision of law referred to in subparagraph (A)
or to avoid any significant risk to the safety and
soundness of depository institutions or any Fed-
eral deposit insurance fund or other adverse ef-
fects, such as undue concentration of resources,
decreased or unfair competition, conflicts of in-
terests, or unsound banking practices.

(3) REVIEW.—The Board of Governors of the
Federal Reserve System shall regularly—

(A) review all restrictions or requirements es-
tablished pursuant to paragraph (1) or (4) to de-
termine whether there is a continuing need for
any such restriction or requirement to carry out
the purposes of the Act, including the avoidance
of any adverse effect referred to in paragraph
(2)(B) or (4)(B); and

(B) modify or eliminate any such restriction or
requirement the Board finds is no longer re-
quired for such purposes.

(4) FOREIGN BANKS.—The Board may, by regu-
lation or order, impose restrictions or require-
ments on relationships or transactions between
a branch, agency, or commercial lending com-
pany of a foreign bank in the United States and
any affiliate in the United States of such for-
eign bank that the Board finds are—

(A) consistent with the purposes of this Act,
the Bank Holding Company Act of 1956, the
Federal Reserve Act, and other Federal law ap-
plicable to foreign banks and their affiliates in
the United States; and

(B) appropriate to prevent an evasion of any
provision of law referred to in subparagraph (A)
or to avoid any significant risk to the safety and
soundness of depository institutions or any Fed-
eral deposit insurance fund or other adverse ef-
fects, such as undue concentration of resources,
decreased or unfair competition, conflicts of in-
terests, or unsound banking practices.

(c) FEDERAL DEPOSIT INSURANCE CORPORA-
TION.—

(1) IN GENERAL.—The Federal Deposit Insur-
ance Corporation may, by regulation or order,
impose restrictions or requirements on relation-
ships or transactions between a State non-
member bank (as defined in section 3 of the Fed-
eral Deposit Insurance Act) and a subsidiary of
the State nonmember bank that the Corporation
finds are—

(A) consistent with the purposes of this Act,
the Federal Deposit Insurance Act, or other
Federal law applicable to State nonmember
banks; and

(B) appropriate to avoid any significant risk
to the safety and soundness of depository insti-
tutions or any Federal deposit insurance fund
or other adverse effects, such as undue con-
centration of resources, decreased or unfair
competition, conflicts of interests, or unsound
banking practices.
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(2) ReEVIEW.—The Federal Deposit Insurance
Corporation shall regularly—

(A) review all restrictions or requirements es-
tablished pursuant to paragraph (1) to deter-
mine whether there is a continuing need for any
such restriction or requirement to carry out the
purposes of the Act, including the avoidance of
any adverse effect referred to in paragraph
(1)(B); and

(B) modify or eliminate any such restriction or
requirement the Corporation finds is no longer
required for such purposes.

SEC. 115. EXAMINATION OF INVESTMENT COMPA-
NIES.

(a) ExXcLusiVE COMMISSION AUTHORITY.—EXx-
cept as provided in subsection (c), a Federal
banking agency may not inspect or examine any
registered investment company that is not a
bank holding company or a savings and loan
holding company.

(b) EXAMINATION RESULTS AND OTHER INFOR-
MATION.—The Commission shall provide to any
Federal banking agency, upon request, the re-
sults of any examination, reports, records, or
other information with respect to any registered
investment company to the extent necessary for
the agency to carry out its statutory responsibil-
ities.

(c) CERTAIN EXAMINATIONS AUTHORIZED.—
Nothing in this section shall prevent the Cor-
poration, if the Corporation finds it necessary to
determine the condition of an insured depository
institution for insurance purposes, from exam-
ining an affiliate of any insured depository in-
stitution, pursuant to its authority under sec-
tion 10(b)(4) of the Federal Deposit Insurance
Act, as may be necessary to disclose fully the re-
lationship between the insured depository insti-
tution and the affiliate, and the effect of such
relationship on the insured depository institu-
tion.

(d) DEFINITIONS.—For purposes of this sec-
tion, the following definitions shall apply:

(1) BANK HOLDING COMPANY.—The term “‘bank
holding company’ has the meaning given the
term in section 2 of the Bank Holding Company
Act of 1956.

(2) ComMMmIsSION.—The term ‘“‘Commission”
means the Securities and Exchange Commission.

(3) CORPORATION.—The term ‘‘Corporation’
means the Federal Deposit Insurance Corpora-
tion.

(4) FEDERAL BANKING AGENCY.—The term
““Federal banking agency” has the meaning
given the term in section 3(z) of the Federal De-
posit Insurance Act.

(5) INSURED DEPOSITORY INSTITUTION.—The
term “‘insured depository institution’ has the
meaning given the term in section 3(c) of the
Federal Deposit Insurance Act.

(6) REGISTERED INVESTMENT COMPANY.—The
term “‘registered investment company’’ means an
investment company that is registered with the
Commission under the Investment Company Act
of 1940.

(7) SAVINGS AND LOAN HOLDING COMPANY.—
The term “‘savings and loan holding company”’
has the meaning given the term in section
10(a)(1)(D) of the Home Owners’ Loan Act.

SEC. 116. ELIMINATION OF APPLICATION RE-
QUIREMENT FOR FINANCIAL HOLD-
ING COMPANIES.

(a) PREVENTION OF DUPLICATIVE FILINGS.—
Section 5(a) of the Bank Holding Company Act
of 1956 (12 U.S.C. 1844(a)) is amended by adding
at the end the following new sentence: ‘““A dec-
laration filed in accordance with section
4()(1)(C) shall satisfy the requirements of this
subsection with regard to the registration of a
bank holding company but not any requirement
to file an application to acquire a bank pursu-
ant to section 3.”".

(b) DIVESTITURE PROCEDURES.—Section 5(e)(1)
of the Bank Holding Company Act of 1956 (12
U.S.C. 1844(e)(1)) is amended—

(1) by striking ‘‘Financial Institutions Super-
visory Act of 1966, order’” and inserting ‘‘Finan-
cial Institutions Supervisory Act of 1966, at the
election of the bank holding company—
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“(A) order’’; and

(2) by striking ‘‘shareholders of the bank
holding company. Such distribution” and in-
serting ‘‘shareholders of the bank holding com-
pany; or

““(B) order the bank holding company, after
due notice and opportunity for hearing, and
after consultation with the primary supervisor
for the bank, which shall be the Comptroller of
the Currency in the case of a national bank,
and the Federal Deposit Insurance Corporation
and the appropriate State supervisor in the case
of an insured nonmember bank, to terminate
(within 120 days or such longer period as the
Board may direct) the ownership or control of
any such bank by such company.

The distribution referred to in subparagraph

(A)”.

SEC. 117. PRESERVING THE INTEGRITY OF FDIC
RESOURCES.

Section 11(a)(4)(B) of the Federal Deposit In-
surance Act (12 U.S.C. 1821(a)(4)(B)) is amended
by striking ‘‘to benefit any shareholder of”’ and
inserting ‘‘to benefit any shareholder or affiliate
(other than an insured depository institution
that receives assistance in accordance with the
provisions of this Act) of”’.

SEC. 118. REPEAL OF SAVINGS BANK PROVISIONS
IN THE BANK HOLDING COMPANY
ACT OF 1956.

Section 3(f) of the Bank Holding Company Act
of 1956 (12 U.S.C. 1842(f)) is amended to read as
follows:

““(f) [Repealed].””.

SEC. 119. TECHNICAL AMENDMENT.

Section 2(0)(1)(A) of the Bank Holding Com-
pany Act of 1956 (12 U.S.C. 1841(0)(1)(A)) is
amended by striking “‘section 38(b)’’ and insert-
ing ‘‘section 38”.

Subtitle C—Subsidiaries of National Banks
SEC. 121. SUBSIDIARIES OF NATIONAL BANKS.

(a) IN GENERAL.—Chapter one of title LXII of
the Revised Statutes of the United States (12
U.S.C. 21 et seq.) is amended—

(1) by redesignating section 5136A as section
5136B; and

(2) by inserting after section 5136 (12 U.S.C.
24) the following new section:

“SEC. 5136A. FINANCIAL SUBSIDIARIES OF NA-
TIONAL BANKS.

““(a) AUTHORIZATION TO CONDUCT IN SUBSIDI-
ARIES CERTAIN ACTIVITIES THAT ARE FINANCIAL
IN NATURE.—

““(1) IN GENERAL.—Subject to paragraph (2), a
national bank may control a financial sub-
sidiary, or hold an interest in a financial sub-
sidiary.

““(2) CONDITIONS AND REQUIREMENTS.—A na-
tional bank may control a financial subsidiary,
or hold an interest in a financial subsidiary,
only if—

“(A) the financial subsidiary engages only
in

‘(i) activities that are financial in nature or
incidental to a financial activity pursuant to
subsection (b); and

““(ii) activities that are permitted for national
banks to engage in directly (subject to the same
terms and conditions that govern the conduct of
the activities by a national bank);

““(B) the activities engaged in by the financial
subsidiary as a principal do not include—

“(i) insuring, guaranteeing, or indemnifying
against loss, harm, damage, illness, disability,
or death (except to the extent permitted under
section 302 or 303(c) of the Gramm-Leach-Bliley
Act) or providing or issuing annuities the in-
come of which is subject to tax treatment under
section 72 of the Internal Revenue Code of 1986;

““(ii) real estate development or real estate in-
vestment activities, unless otherwise expressly
authorized by law; or

“(iii) any activity permitted in subparagraph
(H) or (1) of section 4(k)(4) of the Bank Holding
Company Act of 1956, except activities described
in section 4(k)(4)(H) that may be permitted in
accordance with section 122 of the Gramm-
Leach-Bliley Act;

CONGRESSIONAL RECORD —HOUSE

““(C) the national bank and each depository
institution affiliate of the national bank are
well capitalized and well managed;

‘(D) the aggregate consolidated total assets of
all financial subsidiaries of the national bank
do not exceed the lesser of—

‘“(i) 45 percent of the consolidated total assets
of the parent bank; or

*“(ii) $50,000,000,000;

““(E) except as provided in paragraph (4), the
national bank meets any applicable rating or
other requirement set forth in paragraph (3);
and

““(F) the national bank has received the ap-
proval of the Comptroller of the Currency for
the financial subsidiary to engage in such ac-
tivities, which approval shall be based solely
upon the factors set forth in this section.

““(3) RATING OR COMPARABLE REQUIREMENT.—

““(A) IN GENERAL.—A national bank meets the
requirements of this paragraph if—

‘(i) the bank is 1 of the 50 largest insured
banks and has not fewer than 1 issue of out-
standing eligible debt that is currently rated
within the 3 highest investment grade rating
categories by a nationally recognized statistical
rating organization; or

“(ii) the bank is 1 of the second 50 largest in-
sured banks and meets the criteria set forth in
clause (i) or such other criteria as the Secretary
of the Treasury and the Board of Governors of
the Federal Reserve System may jointly estab-
lish by regulation and determine to be com-
parable to and consistent with the purposes of
the rating required in clause (i).

‘“(B) CONSOLIDATED TOTAL ASSETS.—For pur-
poses of this paragraph, the size of an insured
bank shall be determined on the basis of the
consolidated total assets of the bank as of the
end of each calendar year.

““(4) FINANCIAL AGENCY SUBSIDIARY.—The re-
quirement in paragraph (2)(E) shall not apply
with respect to the ownership or control of a fi-
nancial subsidiary that engages in activities de-
scribed in subsection (b)(1) solely as agent and
not directly or indirectly as principal.

““(5) REGULATIONS REQUIRED.—Before the end
of the 270-day period beginning on the date of
the enactment of the Gramm-Leach-Bliley Act,
the Comptroller of the Currency shall, by regu-
lation, prescribe procedures to implement this
section.

‘“(6) INDEXED ASSET LIMIT.—The dollar
amount contained in paragraph (2)(D) shall be
adjusted according to an indexing mechanism
jointly established by regulation by the Sec-
retary of the Treasury and the Board of Gov-
ernors of the Federal Reserve System.

““(7) COORDINATION WITH SECTION 4(l)(2) OF THE
BANK HOLDING COMPANY ACT OF 1956.—Section
4(1)(2) of the Bank Holding Company Act of 1956
applies to a national bank that controls a finan-
cial subsidiary in the manner provided in that
section.

“(b) ACTIVITIES THAT ARE FINANCIAL IN NA-
TURE.—

‘(1) FINANCIAL ACTIVITIES.—

““(A) IN GENERAL.—AnN activity shall be finan-
cial in nature or incidental to such financial ac-
tivity only if—

““(i) such activity has been defined to be fi-
nancial in nature or incidental to a financial
activity for bank holding companies pursuant to
section 4(k)(4) of the Bank Holding Company
Act of 1956; or

““(ii) the Secretary of the Treasury determines
the activity is financial in nature or incidental
to a financial activity in accordance with sub-
paragraph (B).

““(B) COORDINATION BETWEEN THE BOARD AND
THE SECRETARY OF THE TREASURY.—

““(i) PROPOSALS RAISED BEFORE THE SEC-
RETARY OF THE TREASURY.—

“(1) CONSULTATION.—The Secretary of the
Treasury shall notify the Board of, and consult
with the Board concerning, any request, pro-
posal, or application under this section for a de-
termination of whether an activity is financial
in nature or incidental to a financial activity.

H11265

“(I1) BOARD VIEW.—The Secretary of the
Treasury shall not determine that any activity
is financial in nature or incidental to a finan-
cial activity under this section if the Board noti-
fies the Secretary in writing, not later than 30
days after the date of receipt of the notice de-
scribed in subclause (1) (or such longer period as
the Secretary determines to be appropriate
under the circumstances) that the Board be-
lieves that the activity is not financial in nature
or incidental to a financial activity or is not
otherwise permissible under this section.

““(ii) PROPOSALS RAISED BY THE BOARD.—

“(1) BOARD RECOMMENDATION.—The Board
may, at any time, recommend in writing that the
Secretary of the Treasury find an activity to be
financial in nature or incidental to a financial
activity for purposes of this section.

“(11) TIME PERIOD FOR SECRETARIAL ACTION.—
Not later than 30 days after the date of receipt
of a written recommendation from the Board
under subclause (1) (or such longer period as the
Secretary of the Treasury and the Board deter-
mine to be appropriate under the cir-
cumstances), the Secretary shall determine
whether to initiate a public rulemaking pro-
posing that the subject recommended activity be
found to be financial in nature or incidental to
a financial activity under this section, and shall
notify the Board in writing of the determination
of the Secretary and, in the event that the Sec-
retary determines not to seek public comment on
the proposal, the reasons for that determination.

““(2) FACTORS TO BE CONSIDERED.—In deter-
mining whether an activity is financial in na-
ture or incidental to a financial activity, the
Secretary shall take into account—

““(A) the purposes of this Act and the Gramm-
Leach-Bliley Act;

““(B) changes or reasonably expected changes
in the marketplace in which banks compete;

““(C) changes or reasonably expected changes
in the technology for delivering financial serv-
ices; and

““(D) whether such activity is necessary or ap-
propriate to allow a bank and the subsidiaries
of a bank to—

“(i) compete effectively with any company
seeking to provide financial services in the
United States;

““(ii) efficiently deliver information and serv-
ices that are financial in nature through the use
of technological means, including any applica-
tion necessary to protect the security or efficacy
of systems for the transmission of data or finan-
cial transactions; and

““(iii) offer customers any available or emerg-
ing technological means for using financial
services or for the document imaging of data.

““(3) AUTHORIZATION OF NEW FINANCIAL AC-
TIVITIES.—The Secretary of the Treasury shall,
by regulation or order and in accordance with
paragraph (1)(B), define, consistent with the
purposes of this Act and the Gramm-Leach-Bli-
ley Act, the following activities as, and the ex-
tent to which such activities are, financial in
nature or incidental to a financial activity:

“(A) Lending, exchanging, transferring, in-
vesting for others, or safeguarding financial as-
sets other than money or securities.

““(B) Providing any device or other instrumen-
tality for transferring money or other financial
assets.

“(C) Arranging, effecting, or facilitating fi-
nancial transactions for the account of third
parties.

“‘(c) CAPITAL DEDUCTION.—

““(1) CAPITAL DEDUCTION REQUIRED.—In deter-
mining compliance with applicable capital
standards—

““(A) the aggregate amount of the outstanding
equity investment, including retained earnings,
of a national bank in all financial subsidiaries
shall be deducted from the assets and tangible
equity of the national bank; and

“(B) the assets and liabilities of the financial
subsidiaries shall not be consolidated with those
of the national bank.
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““(2) FINANCIAL STATEMENT DISCLOSURE OF
CAPITAL DEDUCTION.—ANy published financial
statement of a national bank that controls a fi-
nancial subsidiary shall, in addition to pro-
viding information prepared in accordance with
generally accepted accounting principles, sepa-
rately present financial information for the
bank in the manner provided in paragraph (1).

“‘(d) SAFEGUARDS FOR THE BANK.—A national
bank that establishes or maintains a financial
subsidiary shall assure that—

““(1) the procedures of the national bank for
identifying and managing financial and oper-
ational risks within the national bank and the
financial subsidiary adequately protect the na-
tional bank from such risks;

““(2) the national bank has, for the protection
of the bank, reasonable policies and procedures
to preserve the separate corporate identity and
limited liability of the national bank and the fi-
nancial subsidiaries of the national bank; and

““(3) the national bank is in compliance with
this section.

““(e) PROVISIONS APPLICABLE TO NATIONAL
BANKS THAT FAIL TO CONTINUE TO MEET CER-
TAIN REQUIREMENTS.—

““(1) IN GENERAL.—If a national bank or in-
sured depository institution affiliate does not
continue to meet the requirements of subsection
(a)(2)(C) or subsection (d), the Comptroller of
the Currency shall promptly give notice to the
national bank to that effect describing the con-
ditions giving rise to the notice.

““(2) AGREEMENT TO CORRECT CONDITIONS.—
Not later than 45 days after the date of receipt
by a national bank of a notice given under
paragraph (1) (or such additional period as the
Comptroller of the Currency may permit), the
national bank shall execute an agreement with
the Comptroller of the Currency and any rel-
evant insured depository institution affiliate
shall execute an agreement with its appropriate
Federal banking agency to comply with the re-
quirements of subsection (a)(2)(C) and sub-
section (d).

““(3) IMPOSITION OF CONDITIONS.—Until the
conditions described in a notice under para-
graph (1) are corrected—

““(A) the Comptroller of the Currency may im-
pose such limitations on the conduct or activi-
ties of the national bank or any subsidiary of
the national bank as the Comptroller of the Cur-
rency determines to be appropriate under the
circumstances and consistent with the purposes
of this section; and

““(B) the appropriate Federal banking agency
may impose such limitations on the conduct or
activities of any relevant insured depository in-
stitution affiliate or any subsidiary of the insti-
tution as such agency determines to be appro-
priate under the circumstances and consistent
with the purposes of this section.

““(4) FAILURE TO CORRECT.—If the conditions
described in a notice to a national bank under
paragraph (1) are not corrected within 180 days
after the date of receipt by the national bank of
the notice, the Comptroller of the Currency may
require the national bank, under such terms and
conditions as may be imposed by the Comptroller
and subject to such extension of time as may be
granted in the discretion of the Comptroller, to
divest control of any financial subsidiary.

““(5) CONSULTATION.—INn taking any action
under this subsection, the Comptroller shall con-
sult with all relevant Federal and State regu-
latory agencies and authorities.

““(f) FAILURE TO MAINTAIN PUBLIC RATING OR
MEET APPLICABLE CRITERIA.—

““(1) IN GENERAL.—A national bank that does
not continue to meet any applicable rating or
other requirement of subsection (a)(2)(E) after
acquiring or establishing a financial subsidiary
shall not, directly or through a subsidiary, pur-
chase or acquire any additional equity capital
of any financial subsidiary until the bank meets
such requirements.

““(2) EQUITY CAPITAL.—For purposes of this
subsection, the term ‘equity capital’ includes, in
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addition to any equity instrument, any debt in-
strument issued by a financial subsidiary, if the
instrument qualifies as capital of the subsidiary
under any Federal or State law, regulation, or
interpretation applicable to the subsidiary.

‘“(g) DEFINITIONS.—For purposes of this sec-
tion, the following definitions shall apply:

‘(1) AFFILIATE, COMPANY, CONTROL, AND SUB-
SIDIARY.—The terms ‘affiliate’, ‘company’, ‘con-
trol’, and ‘subsidiary’ have the meanings given
those terms in section 2 of the Bank Holding
Company Act of 1956.

‘“(2) APPROPRIATE FEDERAL BANKING AGENCY,
DEPOSITORY INSTITUTION, INSURED BANK, AND IN-
SURED DEPOSITORY INSTITUTION.—The terms ‘ap-
propriate Federal banking agency’, ‘depository
institution’, ‘insured bank’, and ‘insured depos-
itory institution’ have the meanings given those
terms in section 3 of the Federal Deposit Insur-
ance Act.

““(3) FINANCIAL SUBSIDIARY.—The term ‘finan-
cial subsidiary’ means any company that is con-
trolled by 1 or more insured depository institu-
tions other than a subsidiary that—

““(A) engages solely in activities that national
banks are permitted to engage in directly and
are conducted subject to the same terms and
conditions that govern the conduct of such ac-
tivities by national banks; or

““(B) a national bank is specifically author-
ized by the express terms of a Federal statute
(other than this section), and not by implication
or interpretation, to control, such as by section
25 or 25A of the Federal Reserve Act or the Bank
Service Company Act.

‘“(4) ELIGIBLE DEBT.—The term ‘eligible debt’
means unsecured long-term debt that—

“(A) is not supported by any form of credit
enhancement, including a guarantee or standby
letter of credit; and

““(B) is not held in whole or in any significant
part by any affiliate, officer, director, principal
shareholder, or employee of the bank or any
other person acting on behalf of or with funds
from the bank or an affiliate of the bank.

““(5) WELL CAPITALIZED.—The term ‘well cap-
italized’ has the meaning given the term in sec-
tion 38 of the Federal Deposit Insurance Act.

‘“(6) WELL MANAGED.—The term ‘well man-
aged’ means—

“(A) in the case of a depository institution
that has been examined, unless otherwise deter-
mined in writing by the appropriate Federal
banking agency—

““(i) the achievement of a composite rating of
1 or 2 under the Uniform Financial Institutions
Rating System (or an equivalent rating under
an equivalent rating system) in connection with
the most recent examination or subsequent re-
view of the depository institution; and

‘(i) at least a rating of 2 for management, if
such rating is given; or

““(B) in the case of any depository institution
that has not been examined, the existence and
use of managerial resources that the appropriate
Federal banking agency determines are satisfac-
tory.”.

(g) SECTIONS 23A AND 23B OF THE FEDERAL
RESERVE ACT.—

(1) LIMITING THE EXPOSURE OF A BANK TO A
FINANCIAL SUBSIDIARY TO THE AMOUNT OF PER-
MISSIBLE EXPOSURE TO AN AFFILIATE.—Section
23A of the Federal Reserve Act (12 U.S.C. 371c)
is amended—

(A) by redesignating subsection (e) as sub-
section (f); and

(B) by inserting after subsection (d), the fol-
lowing new subsection:

‘“(e) RULES RELATING TO BANKS WITH FINAN-
CIAL SUBSIDIARIES.—

““(1) FINANCIAL SUBSIDIARY DEFINED.—For
purposes of this section and section 23B, the
term ‘financial subsidiary’ means any company
that is a subsidiary of a bank that would be a
financial subsidiary of a national bank under
section 5136A of the Revised Statutes of the
United States.

“(2) FINANCIAL SUBSIDIARY TREATED AS AN AF-
FILIATE.—For purposes of applying this section
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and section 23B, and notwithstanding sub-
section (b)(2) of this section or section 23B(d)(1),
a financial subsidiary of a bank—

“(A) shall be deemed to be an affiliate of the
bank; and

““(B) shall not be deemed to be a subsidiary of
the bank.

““(3) EXCEPTIONS FOR TRANSACTIONS WITH FI-
NANCIAL SUBSIDIARIES.—

““(A) EXCEPTION FROM LIMIT ON COVERED
TRANSACTIONS WITH ANY INDIVIDUAL FINANCIAL
SUBSIDIARY.—Notwithstanding paragraph (2),
the restriction contained in subsection (a)(1)(A)
shall not apply with respect to covered trans-
actions between a bank and any individual fi-
nancial subsidiary of the bank.

““(B) EXCEPTION FOR EARNINGS RETAINED BY
FINANCIAL SUBSIDIARIES.—Notwithstanding
paragraph (2) or subsection (b)(7), a bank’s in-
vestment in a financial subsidiary of the bank
shall not include retained earnings of the finan-
cial subsidiary.

““(4) ANTI-EVASION PROVISION.—For purposes
of this section and section 23B—

“(A) any purchase of, or investment in, the
securities of a financial subsidiary of a bank by
an affiliate of the bank shall be considered to be
a purchase of or investment in such securities by
the bank; and

““(B) any extension of credit by an affiliate of
a bank to a financial subsidiary of the bank
shall be considered to be an extension of credit
by the bank to the financial subsidiary if the
Board determines that such treatment is nec-
essary or appropriate to prevent evasions of this
Act and the Gramm-Leach-Bliley Act.”.

(2) REBUTTABLE PRESUMPTION OF CONTROL OF
PORTFOLIO COMPANY.—Section 23A(b) of the
Federal Reserve Act (12 U.S.C. 371c(b)) is
amended by adding at the end the following
new paragraph—

““(11) REBUTTABLE PRESUMPTION OF CONTROL
OF PORTFOLIO COMPANIES.—In addition to para-
graph (3), a company or shareholder shall be
presumed to control any other company if the
company or shareholder, directly or indirectly,
or acting through 1 or more other persons, owns
or controls 15 percent or more of the equity cap-
ital of the other company pursuant to subpara-
graph (H) or (1) of section 4(k)(4) of the Bank
Holding Company Act of 1956 or rules adopted
under section 122 of the Gramm-Leach-Bliley
Act, if any, unless the company or shareholder
provides information acceptable to the Board to
rebut this presumption of control.”.

(3) RULEMAKING REQUIRED CONCERNING DERIV-
ATIVE TRANSACTIONS AND INTRADAY CREDIT.—
Section 23A(f) of the Federal Reserve Act (12
U.S.C. 371c(f)) (as so redesignated by paragraph
(1)(A) of this subsection) is amended by insert-
ing at the end the following new paragraph:

““(3) RULEMAKING REQUIRED CONCERNING DE-
RIVATIVE TRANSACTIONS AND INTRADAY CREDIT.—

“(A) IN GENERAL.—Not later than 18 months
after the date of the enactment of the Gramm-
Leach-Bliley Act, the Board shall adopt final
rules under this section to address as covered
transactions credit exposure arising out of de-
rivative transactions between member banks and
their affiliates and intraday extensions of credit
by member banks to their affiliates.

““(B) EFFECTIVE DATE.—The effective date of
any final rule adopted by the Board pursuant to
subparagraph (A) shall be delayed for such pe-
riod as the Board deems necessary or appro-
priate to permit banks to conform their activities
to the requirements of the final rule without
undue hardship.”.

(c) ANTITYING.—Section 106(a) of the Bank
Holding Company Act Amendments of 1970 (12
U.S.C. 1971) is amended by adding at the end
the following: “For purposes of this section, a
financial subsidiary of a national bank engag-
ing in activities pursuant to section 5136A(a) of
the Revised Statutes of the United States shall
be deemed to be a subsidiary of a bank holding
company, and not a subsidiary of a bank.”’.

(d) SAFETY AND SOUNDNESS FIREWALLS FOR
STATE BANKS WITH FINANCIAL SUBSIDIARIES.—
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(1) FEDERAL DEPOSIT INSURANCE ACT.—The
Federal Deposit Insurance Act (12 U.S.C. 1811 et
seq.) is amended by inserting after section 45 (as
added by section 112(b) of this title) the fol-
lowing new section:

“SEC. 46. SAFETY AND SOUNDNESS FIREWALLS
APPLICABLE TO FINANCIAL SUBSIDI-
ARIES OF BANKS.

““(a) IN GENERAL.—AN insured State bank
may control or hold an interest in a subsidiary
that engages in activities as principal that
would only be permissible for a national bank to
conduct through a financial subsidiary if—

““(1) the State bank and each insured deposi-
tory institution affiliate of the State bank are
well capitalized (after the capital deduction re-
quired by paragraph (2));

““(2) the State bank complies with the capital
deduction and financial statement disclosure re-
quirements in section 5136A(c) of the Revised
Statutes of the United States;

““(3) the State bank complies with the finan-
cial and operational safeguards required by sec-
tion 5136A(d) of the Revised Statutes of the
United States; and

““(4) the State bank complies with the amend-
ments to sections 23A and 23B of the Federal
Reserve Act made by section 121(b) of the
Gramm-Leach-Bliley Act.

““(b) PRESERVATION OF EXISTING SUBSIDI-
ARIES.—Notwithstanding subsection (a), an in-
sured State bank may retain control of a sub-
sidiary, or retain an interest in a subsidiary,
that the State bank lawfully controlled or ac-
quired before the date of the enactment of the
Gramm-Leach-Bliley Act, and conduct through
such subsidiary any activities lawfully con-
ducted in such subsidiary as of such date.

‘“(c) DEFINITIONS.—For purposes of this sec-
tion, the following definitions shall apply:

‘(1) SuBsIDIARY.—The term ‘subsidiary’
means any company that is a subsidiary (as de-
fined in section 3(w)(4)) of 1 or more insured
banks.

““(2) FINANCIAL SUBSIDIARY.—The term ‘finan-
cial subsidiary’ has the meaning given the term
in section 5136A(g) of the Revised Statutes of the
United States.

““(d) PRESERVATION OF AUTHORITY.—

‘(1) FEDERAL DEPOSIT INSURANCE ACT.—No
provision of this section shall be construed as
superseding the authority of the Federal Deposit
Insurance Corporation to review subsidiary ac-
tivities under section 24.

““(2) FEDERAL RESERVE ACT.—No provision of
this section shall be construed as affecting the
applicability of the 20th undesignated para-
graph of section 9 of the Federal Reserve Act.”.

(2) FEDERAL RESERVE ACT.—The 20th undes-
ignated paragraph of section 9 of the Federal
Reserve Act (12 U.S.C. 335) is amended by add-
ing at the end the following: ““This paragraph
shall not apply to any interest held by a State
member bank in accordance with section 5136A
of the Revised Statutes of the United States and
subject to the same conditions and limitations
provided in such section.”’.

(e) CLERICAL AMENDMENT.—The table of sec-
tions for chapter one of title LXII of the Revised
Statutes of the United States is amended—

(1) by redesignating the item relating to sec-
tion 5136A as section 5136B; and

(2) by inserting after the item relating to sec-
tion 5136 the following new item:
““5136A. Financial subsidiaries

banks.”’.
SEC. 122. CONSIDERATION OF MERCHANT BANK-
ING ACTIVITIES BY FINANCIAL SUB-
SIDIARIES.

After the end of the 5-year period beginning
on the date of the enactment of the Gramm-
Leach-Bliley Act, the Board of Governors of the
Federal Reserve System and the Secretary of the
Treasury may, if appropriate, after
considering—

(1) the experience with the effects of financial
modernization under this Act and merchant

of national
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banking activities of financial holding compa-
nies;

(2) the potential effects on depository institu-
tions and the financial system of allowing mer-
chant banking activities in financial subsidi-
aries; and

(3) other relevant facts;
jointly adopt rules that permit financial subsidi-
aries to engage in merchant banking activities
described in section 4(k)(4)(H) of the Bank Hold-
ing Company Act of 1956, under such terms and
conditions as the Board of Governors of the
Federal Reserve System and the Secretary of the
Treasury jointly determine to be appropriate.

Subtitle D—Preservation of FTC Authority
SEC. 131. AMENDMENT TO THE BANK HOLDING

COMPANY ACT OF 1956 TO MODIFY
NOTIFICATION AND POST-APPROVAL
WAITING PERIOD FOR SECTION 3
TRANSACTIONS.

Section 11(b)(1) of the Bank Holding Company
Act of 1956 (12 U.S.C. 1849(b)(1)) is amended by
inserting ‘“‘and, if the transaction also involves
an acquisition under section 4, the Board shall
also notify the Federal Trade Commission of
such approval’’ before the period at the end of
the first sentence.

SEC. 132. INTERAGENCY DATA SHARING.

(a) IN GENERAL.—To the extent not prohibited
by other law, the Comptroller of the Currency,
the Director of the Office of Thrift Supervision,
the Federal Deposit Insurance Corporation, and
the Board of Governors of the Federal Reserve
System shall make available to the Attorney
General and the Federal Trade Commission any
data in the possession of any such banking
agency that the antitrust agency deems nec-
essary for antitrust review of any transaction
requiring notice to any such antitrust agency or
the approval of such agency under section 3 or
4 of the Bank Holding Company Act of 1956, sec-
tion 18(c) of the Federal Deposit Insurance Act,
the National Bank Consolidation and Merger
Act, section 10 of the Home Owners’ Loan Act,
or the antitrust laws.

(b) CONFIDENTIALITY REQUIREMENTS.—

(1) IN GENERAL.—AnNY information or material
obtained by any agency pursuant to subsection
(a) shall be treated as confidential.

(2) PROCEDURES FOR DISCLOSURE.—If any in-
formation or material obtained by any agency
pursuant to subsection (a) is proposed to be dis-
closed to a third party, written notice of such
disclosure shall first be provided to the agency
from which such information or material was
obtained and an opportunity shall be given to
such agency to oppose or limit the proposed dis-
closure.

(3) OTHER PRIVILEGES NOT WAIVED BY DISCLO-
SURE UNDER THIS SECTION.—The provision by
any Federal agency of any information or mate-
rial pursuant to subsection (a) to another agen-
cy shall not constitute a waiver, or otherwise af-
fect, any privilege any agency or person may
claim with respect to such information under
Federal or State law.

(4) EXCEPTION.—NOo provision of this section
shall be construed as preventing or limiting ac-
cess to any information by any duly authorized
committee of the Congress or the Comptroller
General of the United States.

(c) BANKING AGENCY INFORMATION SHARING.—
The provisions of subsection (b) shall apply to—

(1) any information or material obtained by
any Federal banking agency (as defined in sec-
tion 3(z) of the Federal Deposit Insurance Act)
from any other Federal banking agency; and

(2) any report of examination or other con-
fidential supervisory information obtained by
any State agency or authority, or any other per-
son, from a Federal banking agency.

SEC. 133. CLARIFICATION OF STATUS OF SUBSIDI-
ARIES AND AFFILIATES.

(a) CLARIFICATION OF FEDERAL TRADE COM-
MISSION JURISDICTION.—ANyY person that di-
rectly or indirectly controls, is controlled di-
rectly or indirectly by, or is directly or indirectly
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under common control with, any bank or sav-
ings association (as such terms are defined in
section 3 of the Federal Deposit Insurance Act)
and is not itself a bank or savings association
shall not be deemed to be a bank or savings as-
sociation for purposes of any provisions applied
by the Federal Trade Commission under the
Federal Trade Commission Act.

(b) SAVINGS PROVISION.—No provision of this
section shall be construed as restricting the au-
thority of any Federal banking agency (as de-
fined in section 3 of the Federal Deposit Insur-
ance Act) under any Federal banking law, in-
cluding section 8 of the Federal Deposit Insur-
ance Act.

(c) HART-SCOTT-RODINO AMENDMENTS.—

(1) BANKS.—Section 7A(c)(7) of the Clayton
Act (15 U.S.C. 18a(c)(7)) is amended by inserting
before the semicolon at the end the following: **,
except that a portion of a transaction is not ex-
empt under this paragraph if such portion of
the transaction (A) is subject to section 4(k) of
the Bank Holding Company Act of 1956; and (B)
does not require agency approval under section
3 of the Bank Holding Company Act of 1956°".

(2) BANK HOLDING COMPANIES.—Section
7A(c)(8) of the Clayton Act (15 U.S.C. 18a(c)(8))
is amended by inserting before the semicolon at
the end the following: ““, except that a portion
of a transaction is not exempt under this para-
graph if such portion of the transaction (A) is
subject to section 4(k) of the Bank Holding Com-
pany Act of 1956; and (B) does not require agen-
cy approval under section 4 of the Bank Hold-
ing Company Act of 1956".

Subtitle E—National Treatment
SEC. 141. FOREIGN BANKS THAT ARE FINANCIAL
HOLDING COMPANIES.

Section 8(c) of the International Banking Act
of 1978 (12 U.S.C. 3106(c)) is amended by adding
at the end the following new paragraph:

““(3) TERMINATION OF  GRANDFATHERED
RIGHTS.—

““(A) IN GENERAL.—If any foreign bank or for-
eign company files a declaration under section
4()(1)(C) of the Bank Holding Company Act of
1956, any authority conferred by this subsection
on any foreign bank or company to engage in
any activity that the Board has determined to
be permissible for financial holding companies
under section 4(k) of such Act shall terminate
immediately.

““(B) RESTRICTIONS AND REQUIREMENTS AU-
THORIZED.—If a foreign bank or company that
engages, directly or through an affiliate pursu-
ant to paragraph (1), in an activity that the
Board has determined to be permissible for fi-
nancial holding companies under section 4(k) of
the Bank Holding Company Act of 1956 has not
filed a declaration with the Board of its status
as a financial holding company under such sec-
tion by the end of the 2-year period beginning
on the date of the enactment of the Gramm-
Leach-Bliley Act, the Board, giving due regard
to the principle of national treatment and
equality of competitive opportunity, may impose
such restrictions and requirements on the con-
duct of such activities by such foreign bank or
company as are comparable to those imposed on
a financial holding company organized under
the laws of the United States, including a re-
quirement to conduct such activities in compli-
ance with any prudential safeguards established
under section 114 of the Gramm-Leach-Bliley
Act.”.

SEC. 142. REPRESENTATIVE OFFICES.

(a) DEFINITION.—Section 1(b)(15) of the Inter-
national Banking Act of 1978 (12 U.S.C.
3101(15)) is amended by striking ‘‘State agency,
or subsidiary of a foreign bank’ and inserting
“‘or State agency’’.

(b) EXAMINATIONS.—Section 10(c) of the Inter-
national Banking Act of 1978 (12 U.S.C. 3107(c))
is amended by adding at the end the following
new sentence: ‘“The Board may also make ex-
aminations of any affiliate of a foreign bank
conducting business in any State if the Board
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deems it necessary to determine and enforce

compliance with this Act, the Bank Holding

Company Act of 1956, or other applicable Fed-

eral banking law.”.

Subtitle F—Direct Activities of Banks

SEC. 151. AUTHORITY OF NATIONAL BANKS TO
UNDERWRITE CERTAIN MUNICIPAL
BONDS.

The paragraph designated the Seventh of sec-
tion 5136 of the Revised Statutes of the United
States (12 U.S.C. 24(7)) is amended by adding at
the end the following new sentence: “‘In addi-
tion to the provisions in this paragraph for deal-
ing in, underwriting, or purchasing securities,
the limitations and restrictions contained in this
paragraph as to dealing in, underwriting, and
purchasing investment securities for the na-
tional bank’s own account shall not apply to
obligations (including limited obligation bonds,
revenue bonds, and obligations that satisfy the
requirements of section 142(b)(1) of the Internal
Revenue Code of 1986) issued by or on behalf of
any State or political subdivision of a State, in-
cluding any municipal corporate instrumen-
tality of 1 or more States, or any public agency
or authority of any State or political subdivision
of a State, if the national bank is well capital-
ized (as defined in section 38 of the Federal De-
posit Insurance Act).”.

Subtitle G—Effective Date
SEC. 161. EFFECTIVE DATE.

This title (other than section 104) and the
amendments made by this title shall take effect
120 days after the date of the enactment of this
Act.

TITLE 1I—FUNCTIONAL REGULATION
Subtitle A—Brokers and Dealers
SEC. 201. DEFINITION OF BROKER.

Section 3(a)(4) of the Securities Exchange Act
of 1934 (15 U.S.C. 78c(a)(4)) is amended to read
as follows:

‘(4) BROKER.—

“(A) IN GENERAL.—The term ‘broker’ means
any person engaged in the business of effecting
transactions in securities for the account of oth-
ers.

““(B) EXCEPTION FOR CERTAIN BANK ACTIVI-
TIES.—A bank shall not be considered to be a
broker because the bank engages in any one or
more of the following activities under the condi-
tions described:

“(i) THIRD PARTY BROKERAGE ARRANGE-
MENTS.—The bank enters into a contractual or
other written arrangement with a broker or
dealer registered under this title under which
the broker or dealer offers brokerage services on
or off the premises of the bank if—

“(1) such broker or dealer is clearly identified
as the person performing the brokerage services;

“(11) the broker or dealer performs brokerage
services in an area that is clearly marked and,
to the extent practicable, physically separate
from the routine deposit-taking activities of the
bank;

“(111) any materials used by the bank to ad-
vertise or promote generally the availability of
brokerage services under the arrangement clear-
ly indicate that the brokerage services are being
provided by the broker or dealer and not by the
bank;

“(1IV) any materials used by the bank to ad-
vertise or promote generally the availability of
brokerage services under the arrangement are in
compliance with the Federal securities laws be-
fore distribution;

“(V) bank employees (other than associated
persons of a broker or dealer who are qualified
pursuant to the rules of a self-regulatory orga-
nization) perform only clerical or ministerial
functions in connection with brokerage trans-
actions including scheduling appointments with
the associated persons of a broker or dealer, ex-
cept that bank employees may forward customer
funds or securities and may describe in general
terms the types of investment vehicles available
from the bank and the broker or dealer under
the arrangement;
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“(VI) bank employees do not receive incentive
compensation for any brokerage transaction un-
less such employees are associated persons of a
broker or dealer and are qualified pursuant to
the rules of a self-regulatory organization, ex-
cept that the bank employees may receive com-
pensation for the referral of any customer if the
compensation is a nominal one-time cash fee of
a fixed dollar amount and the payment of the
fee is not contingent on whether the referral re-
sults in a transaction;

“(VIl) such services are provided by the
broker or dealer on a basis in which all cus-
tomers that receive any services are fully dis-
closed to the broker or dealer;

“(VIII) the bank does not carry a securities
account of the customer except as permitted
under clause (ii) or (viii) of this subparagraph;
and

“(1X) the bank, broker, or dealer informs each
customer that the brokerage services are pro-
vided by the broker or dealer and not by the
bank and that the securities are not deposits or
other obligations of the bank, are not guaran-
teed by the bank, and are not insured by the
Federal Deposit Insurance Corporation.

“(ii) TRUST ACTIVITIES.—The bank effects
transactions in a trustee capacity, or effects
transactions in a fiduciary capacity in its trust
department or other department that is regu-
larly examined by bank examiners for compli-
ance with fiduciary principles and standards,
and—

“(1) is chiefly compensated for such trans-
actions, consistent with fiduciary principles and
standards, on the basis of an administration or
annual fee (payable on a monthly, quarterly, or
other basis), a percentage of assets under man-
agement, or a flat or capped per order proc-
essing fee equal to not more than the cost in-
curred by the bank in connection with executing
securities transactions for trustee and fiduciary
customers, or any combination of such fees; and

““(I1) does not publicly solicit brokerage busi-
ness, other than by advertising that it effects
transactions in securities in conjunction with
advertising its other trust activities.

(i) PERMISSIBLE SECURITIES ~ TRANS-
ACTIONS.—The bank effects transactions in—

“(I) commercial paper, bankers acceptances,
or commercial bills;

““(I1) exempted securities;

“(111) qualified Canadian government obliga-
tions as defined in section 5136 of the Revised
Statutes, in conformity with section 15C of this
title and the rules and regulations thereunder,
or obligations of the North American Develop-
ment Bank; or

“(IV) any standardized, credit enhanced debt
security issued by a foreign government pursu-
ant to the March 1989 plan of then Secretary of
the Treasury Brady, used by such foreign gov-
ernment to retire outstanding commercial bank
loans.

‘“(iv) CERTAIN STOCK PURCHASE PLANS.—

“(1) EMPLOYEE BENEFIT PLANS.—The bank ef-
fects transactions, as part of its transfer agency
activities, in the securities of an issuer as part
of any pension, retirement, profit-sharing,
bonus, thrift, savings, incentive, or other similar
benefit plan for the employees of that issuer or
its affiliates (as defined in section 2 of the Bank
Holding Company Act of 1956), if the bank does
not solicit transactions or provide investment
advice with respect to the purchase or sale of se-
curities in connection with the plan.

“(I1) DIVIDEND REINVESTMENT PLANS.—The
bank effects transactions, as part of its transfer
agency activities, in the securities of an issuer
as part of that issuer’s dividend reinvestment
plan, if—

‘‘(aa) the bank does not solicit transactions or
provide investment advice with respect to the
purchase or sale of securities in connection with
the plan; and

““(bb) the bank does not net shareholders’ buy
and sell orders, other than for programs for odd-
lot holders or plans registered with the Commis-
sion.
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“(111) ISSUER PLANS.—The bank effects trans-
actions, as part of its transfer agency activities,
in the securities of an issuer as part of a plan
or program for the purchase or sale of that
issuer’s shares, if—

““(aa) the bank does not solicit transactions or
provide investment advice with respect to the
purchase or sale of securities in connection with
the plan or program; and

““(bb) the bank does not net shareholders’ buy
and sell orders, other than for programs for odd-
lot holders or plans registered with the Commis-
sion.

“(IV) PERMISSIBLE DELIVERY OF MATERIALS.—
The exception to being considered a broker for a
bank engaged in activities described in sub-
clauses (1), (11), and (I111) will not be affected by
delivery of written or electronic plan materials
by a bank to employees of the issuer, share-
holders of the issuer, or members of affinity
groups of the issuer, so long as such materials
are—

‘“(aa) comparable in scope or nature to that
permitted by the Commission as of the date of
the enactment of the Gramm-Leach-Bliley Act;
or

“‘(bb) otherwise permitted by the Commission.

“(v) SWEEP ACCOUNTS.—The bank effects
transactions as part of a program for the invest-
ment or reinvestment of deposit funds into any
no-load, open-end management investment com-
pany registered under the Investment Company
Act of 1940 that holds itself out as a money mar-
ket fund.

“‘(vi) AFFILIATE TRANSACTIONS.—The bank ef-
fects transactions for the account of any affil-
iate of the bank (as defined in section 2 of the
Bank Holding Company Act of 1956) other
than—

““(1) a registered broker or dealer; or

“(I1) an affiliate that is engaged in merchant
banking, as described in section 4(k)(4)(H) of the
Bank Holding Company Act of 1956.

““(vii) PRIVATE SECURITIES OFFERINGS.—The
bank—

“(1) effects sales as part of a primary offering
of securities not involving a public offering, pur-
suant to section 3(b), 4(2), or 4(6) of the Securi-
ties Act of 1933 or the rules and regulations
issued thereunder;

“(I1) at any time after the date that is 1 year
after the date of the enactment of the Gramm-
Leach-Bliley Act, is not affiliated with a broker
or dealer that has been registered for more than
1 year in accordance with this Act, and engages
in dealing, market making, or underwriting ac-
tivities, other than with respect to exempted se-
curities; and

“(1) if the bank is not affiliated with a
broker or dealer, does not effect any primary of-
fering described in subclause (1) the aggregate
amount of which exceeds 25 percent of the cap-
ital of the bank, except that the limitation of
this subclause shall not apply with respect to
any sale of government securities or municipal
securities.

““(viii) SAFEKEEPING AND CUSTODY ACTIVI-
TIES.—

“(I) IN GENERAL.—The bank, as part of cus-
tomary banking activities—

‘““(aa) provides safekeeping or custody services
with respect to securities, including the exercise
of warrants and other rights on behalf of cus-
tomers;

““(bb) facilitates the transfer of funds or secu-
rities, as a custodian or a clearing agency, in
connection with the clearance and settlement of
its customers’ transactions in securities;

“‘(cc) effects securities lending or borrowing
transactions with or on behalf of customers as
part of services provided to customers pursuant
to division (aa) or (bb) or invests cash collateral
pledged in connection with such transactions;

““(dd) holds securities pledged by a customer
to another person or securities subject to pur-
chase or resale agreements involving a customer,
or facilitates the pledging or transfer of such se-
curities by book entry or as otherwise provided
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under applicable law, if the bank maintains
records separately identifying the securities and
the customer; or

‘““(ee) serves as a custodian or provider of
other related administrative services to any indi-
vidual retirement account, pension, retirement,
profit sharing, bonus, thrift savings, incentive,
or other similar benefit plan.

“(I1) EXCEPTION FOR CARRYING BROKER AC-
TIVITIES.—The exception to being considered a
broker for a bank engaged in activities described
in subclause (1) shall not apply if the bank, in
connection with such activities, acts in the
United States as a carrying broker (as such
term, and different formulations thereof, are
used in section 15(c)(3) of this title and the rules
and regulations thereunder) for any broker or
dealer, unless such carrying broker activities are
engaged in with respect to government securities
(as defined in paragraph (42) of this subsection).

““(ix) IDENTIFIED BANKING PRODUCTS.—The
bank effects transactions in identified banking
products as defined in section 206 of the Gramm-
Leach-Bliley Act.

““(X) MUNICIPAL SECURITIES.—The bank effects
transactions in municipal securities.

““(xi) DE MINIMIS EXCEPTION.—The bank ef-
fects, other than in transactions referred to in
clauses (i) through (x), not more than 500 trans-
actions in securities in any calendar year, and
such transactions are not effected by an em-
ployee of the bank who is also an employee of
a broker or dealer.

““(C) EXECUTION BY BROKER OR DEALER.—The
exception to being considered a broker for a
bank engaged in activities described in clauses
(it), (iv), and (viii) of subparagraph (B) shall
not apply if the activities described in such pro-
visions result in the trade in the United States
of any security that is a publicly traded security
in the United States, unless—

‘(i) the bank directs such trade to a registered
broker or dealer for execution;

““(ii) the trade is a cross trade or other sub-
stantially similar trade of a security that—

“(1) is made by the bank or between the bank
and an affiliated fiduciary; and

“(11) is not in contravention of fiduciary prin-
ciples established under applicable Federal or
State law; or

““(iii) the trade is conducted in some other
manner permitted under rules, regulations, or
orders as the Commission may prescribe or issue.

‘(D) FIDUCIARY CAPACITY.—For purposes of
subparagraph (B)(ii), the term ‘fiduciary capac-
ity’ means—

“(i) in the capacity as trustee, executor, ad-
ministrator, registrar of stocks and bonds, trans-
fer agent, guardian, assignee, receiver, or custo-
dian under a uniform gift to minor act, or as an
investment adviser if the bank receives a fee for
its investment advice;

‘(i) in any capacity in which the bank pos-
sesses investment discretion on behalf of an-
other; or

““(iii) in any other similar capacity.

““(E) EXCEPTION FOR ENTITIES SUBJECT TO SEC-
TION 15(e).—The term ‘broker’ does not include a
bank that—

““(i) was, on the day before the date of enact-
ment of the Gramm-Leach-Bliley Act, subject to
section 15(e); and

““(ii) is subject to such restrictions and re-
quirements as the Commission considers appro-
priate.”.

SEC. 202. DEFINITION OF DEALER.

Section 3(a)(5) of the Securities Exchange Act
of 1934 (15 U.S.C. 78c(a)(5)) is amended to read
as follows:

*“(5) DEALER.—

“(A) IN GENERAL.—The term ‘dealer’ means
any person engaged in the business of buying
and selling securities for such person’s own ac-
count through a broker or otherwise.

““(B) EXCEPTION FOR PERSON NOT ENGAGED IN
THE BUSINESS OF DEALING.—The term ‘dealer’
does not include a person that buys or sells se-
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curities for such person’s own account, either
individually or in a fiduciary capacity, but not
as a part of a regular business.

““(C) EXCEPTION FOR CERTAIN BANK ACTIVI-
TIES.—A bank shall not be considered to be a
dealer because the bank engages in any of the
following activities under the conditions de-
scribed:

““(i) PERMISSIBLE SECURITIES TRANSACTIONS.—
The bank buys or sells—

“(1) commercial paper, bankers acceptances,
or commercial bills;

““(I1) exempted securities;

“(111) qualified Canadian government obliga-
tions as defined in section 5136 of the Revised
Statutes of the United States, in conformity
with section 15C of this title and the rules and
regulations thereunder, or obligations of the
North American Development Bank; or

“(IV) any standardized, credit enhanced debt
security issued by a foreign government pursu-
ant to the March 1989 plan of then Secretary of
the Treasury Brady, used by such foreign gov-
ernment to retire outstanding commercial bank
loans.

““(ii) INVESTMENT, TRUSTEE, AND FIDUCIARY
TRANSACTIONS.—The bank buys or sells securi-
ties for investment purposes—

“(1) for the bank; or

“(11) for accounts for which the bank acts as
a trustee or fiduciary.

““(iii)  ASSET-BACKED  TRANSACTIONS.—The
bank engages in the issuance or sale to qualified
investors, through a grantor trust or other sepa-
rate entity, of securities backed by or rep-
resenting an interest in notes, drafts, accept-
ances, loans, leases, receivables, other obliga-
tions (other than securities of which the bank is
not the issuer), or pools of any such obligations
predominantly originated by—

“(1) the bank;

“(11) an affiliate of any such bank other than
a broker or dealer; or

“(111) a syndicate of banks of which the bank
is a member, if the obligations or pool of obliga-
tions consists of mortgage obligations or con-
sumer-related receivables.

““(iv) IDENTIFIED BANKING PRODUCTS.—The
bank buys or sells identified banking products,
as defined in section 206 of the Gramm-Leach-
Bliley Act.”.

SEC. 203. REGISTRATION FOR SALES OF PRIVATE
SECURITIES OFFERINGS.

Section 15A of the Securities Exchange Act of
1934 (15 U.S.C. 780-3) is amended by inserting
after subsection (i) the following new sub-
section:

““(j) REGISTRATION FOR SALES OF PRIVATE SE-
CURITIES OFFERINGS.—A registered securities as-
sociation shall create a limited qualification cat-
egory for any associated person of a member
who effects sales as part of a primary offering of
securities not involving a public offering, pursu-
ant to section 3(b), 4(2), or 4(6) of the Securities
Act of 1933 and the rules and regulations there-
under, and shall deem qualified in such limited
qualification category, without testing, any
bank employee who, in the six month period pre-
ceding the date of the enactment of the Gramm-
Leach-Bliley Act, engaged in effecting such
sales.”.

SEC. 204. INFORMATION SHARING.

Section 18 of the Federal Deposit Insurance
Act is amended by adding at the end the fol-
lowing new subsection:

‘‘(t) RECORDKEEPING REQUIREMENTS.—

‘(1) REQUIREMENTS.—Each appropriate Fed-
eral banking agency, after consultation with
and consideration of the views of the Commis-
sion, shall establish recordkeeping requirements
for banks relying on exceptions contained in
paragraphs (4) and (5) of section 3(a) of the Se-
curities Exchange Act of 1934. Such record-
keeping requirements shall be sufficient to dem-
onstrate compliance with the terms of such ex-
ceptions and be designed to facilitate compli-
ance with such exceptions.
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““(2) AVAILABILITY TO COMMISSION; CONFIDEN-
TIALITY.—Each appropriate Federal banking
agency shall make any information required
under paragraph (1) available to the Commis-
sion upon request. Notwithstanding any other
provision of law, the Commission shall not be
compelled to disclose any such information.
Nothing in this paragraph shall authorize the
Commission to withhold information from Con-
gress, or prevent the Commission from complying
with a request for information from any other
Federal department or agency or any self-regu-
latory organization requesting the information
for purposes within the scope of its jurisdiction,
or complying with an order of a court of the
United States in an action brought by the
United States or the Commission. For purposes
of section 552 of title 5, United States Code, this
paragraph shall be considered a statute de-
scribed in subsection (b)(3)(B) of such section
552.

““(3) DEFINITIONS.—As used in this subsection
the term ‘Commission’ means the Securities and
Exchange Commission.”.

SEC. 205. TREATMENT OF NEW HYBRID PROD-
UCTS.

Section 15 of the Securities Exchange Act of
1934 (15 U.S.C. 780) is amended by adding at the
end the following new subsection:

“(i) RULEMAKING TO EXTEND REQUIREMENTS
TO NEW HYBRID PRODUCTS.—

““(1) CONSULTATION.—Prior to commencing a
rulemaking under this subsection, the Commis-
sion shall consult with and seek the concurrence
of the Board concerning the imposition of broker
or dealer registration requirements with respect
any new hybrid product. In developing and pro-
mulgating rules under this subsection, the Com-
mission shall consider the views of the Board,
including views with respect to the nature of the
new hybrid product; the history, purpose, ex-
tent, and appropriateness of the regulation of
the new product under the Federal banking
laws; and the impact of the proposed rule on the
banking industry.

““(2) LIMITATION.—The Commission shall not—

““(A) require a bank to register as a broker or
dealer under this section because the bank en-
gages in any transaction in, or buys or sells, a
new hybrid product; or

““(B) bring an action against a bank for a fail-
ure to comply with a requirement described in
subparagraph (A),
unless the Commission has imposed such re-
quirement by rule or regulation issued in ac-
cordance with this section.

““(3) CRITERIA FOR RULEMAKING.—The Com-
mission shall not impose a requirement under
paragraph (2) of this subsection with respect to
any new hybrid product unless the Commission
determines that—

““(A) the new hybrid product is a security; and

“(B) imposing such requirement is necessary
and appropriate in the public interest and for
the protection of investors.

‘“(4) CONSIDERATIONS.—In making a deter-
mination under paragraph (3), the Commission
shall consider—

“(A) the nature of the new hybrid product;
and

““(B) the history, purpose, extent, and appro-
priateness of the regulation of the new hybrid
product under the Federal securities laws and
under the Federal banking laws.

““(5) OBJECTION TO COMMISSION REGULATION.—

“(A) FILING OF PETITION FOR REVIEW.—The
Board may obtain review of any final regulation
described in paragraph (2) in the United States
Court of Appeals for the District of Columbia
Circuit by filing in such court, not later than 60
days after the date of publication of the final
regulation, a written petition requesting that
the regulation be set aside. Any proceeding to
challenge any such rule shall be expedited by
the Court of Appeals.

“(B) TRANSMITTAL OF  PETITION AND
RECORD.—A copy of a petition described in sub-
paragraph (A) shall be transmitted as soon as
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possible by the Clerk of the Court to an officer
or employee of the Commission designated for
that purpose. Upon receipt of the petition, the
Commission shall file with the court the regula-
tion under review and any documents referred
to therein, and any other relevant materials pre-
scribed by the court.

““(C) EXCLUSIVE JURISDICTION.—On the date of
the filing of the petition under subparagraph
(A), the court has jurisdiction, which becomes
exclusive on the filing of the materials set forth
in subparagraph (B), to affirm and enforce or to
set aside the regulation at issue.

‘(D) STANDARD OF REVIEW.—The court shall
determine to affirm and enforce or set aside a
regulation of the Commission under this sub-
section, based on the determination of the court
as to whether—

““(i) the subject product is a new hybrid prod-
uct, as defined in this subsection;

‘(i) the subject product is a security; and

““(iii) imposing a requirement to register as a
broker or dealer for banks engaging in trans-
actions in such product is appropriate in light
of the history, purpose, and extent of regulation
under the Federal securities laws and under the
Federal banking laws, giving deference neither
to the views of the Commission nor the Board.

“(E) JupiciAL STAY.—The filing of a petition
by the Board pursuant to subparagraph (A)
shall operate as a judicial stay, until the date
on which the determination of the court is final
(including any appeal of such determination).

“(F) OTHER AUTHORITY TO CHALLENGE.—ANy
aggrieved party may seek judicial review of the
Commission’s rulemaking under this subsection
pursuant to section 25 of this title.

““(6) DEFINITIONS.—For purposes of this sub-
section:

“(A) NEW HYBRID PRODUCT.—The term ‘new
hybrid product” means a product that—

“(i) was not subjected to regulation by the
Commission as a security prior to the date of the
enactment of the Gramm-Leach-Bliley Act;

“(ii) is not an identified banking product as
such term is defined in section 206 of such Act;
and

““(iii) is not an equity swap within the mean-
ing of section 206(a)(6) of such Act.

““(B) BOARD.—The term ‘Board’ means the
Board of Governors of the Federal Reserve Sys-
tem.”.

SEC. 206. DEFINITION OF IDENTIFIED BANKING
PRODUCT.

(a) DEFINITION OF IDENTIFIED BANKING PROD-
ucT.—For purposes of paragraphs (4) and (5) of
section 3(a) of the Securities Exchange Act of
1934 (15 U.S.C. 78c(a) (4), (5)), the term “‘identi-
fied banking product’” means—

(1) a deposit account, savings account, certifi-
cate of deposit, or other deposit instrument
issued by a bank;

(2) a banker’s acceptance;

(3) a letter of credit issued or loan made by a
bank;

(4) a debit account at a bank arising from a
credit card or similar arrangement;

(5) a participation in a loan which the bank
or an affiliate of the bank (other than a broker
or dealer) funds, participates in, or owns that is
sold—

(A) to qualified investors; or

(B) to other persons that—

(i) have the opportunity to review and assess
any material information, including information
regarding the borrower’s creditworthiness; and

(ii) based on such factors as financial sophis-
tication, net worth, and knowledge and experi-
ence in financial matters, have the capability to
evaluate the information available, as deter-
mined under generally applicable banking
standards or guidelines; or

(6) any swap agreement, including credit and
equity swaps, except that an equity swap that is
sold directly to any person other than a quali-
fied investor (as defined in section 3(a)(54) of
the Securities Act of 1934) shall not be treated as
an identified banking product.
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(b) DEFINITION OF SWAP AGREEMENT.—For
purposes of subsection (a)(6), the term ‘‘swap
agreement”” means any individually negotiated
contract, agreement, warrant, note, or option
that is based, in whole or in part, on the value
of, any interest in, or any quantitative measure
or the occurrence of any event relating to, one
or more commodities, securities, currencies, in-
terest or other rates, indices, or other assets, but
does not include any other identified banking
product, as defined in paragraphs (1) through
(5) of subsection (a).

(c) CLASSIFICATION LIMITED.—Classification
of a particular product as an identified banking
product pursuant to this section shall not be
construed as finding or implying that such
product is or is not a security for any purpose
under the securities laws, or is or is not an ac-
count, agreement, contract, or transaction for
any purpose under the Commodity Exchange
Act.

(d) INCORPORATED DEFINITIONS.—For pur-
poses of this section, the terms ‘“‘bank’™ and
“‘qualified investor”” have the same meanings as
given in section 3(a) of the Securities Exchange
Act of 1934, as amended by this Act.

SEC. 207. ADDITIONAL DEFINITIONS.

Section 3(a) of the Securities Exchange Act of
1934 is amended by adding at the end the fol-
lowing new paragraph:

“(54) QUALIFIED INVESTOR.—

““(A) DEFINITION.—Except as provided in sub-
paragraph (B), for purposes of this title, the
term ‘qualified investor’ means—

‘(i) any investment company registered with
the Commission under section 8 of the Invest-
ment Company Act of 1940;

““(ii) any issuer eligible for an exclusion from
the definition of investment company pursuant
to section 3(c)(7) of the Investment Company Act
of 1940;

““(iii) any bank (as defined in paragraph (6) of
this subsection), savings association (as defined
in section 3(b) of the Federal Deposit Insurance
Act), broker, dealer, insurance company (as de-
fined in section 2(a)(13) of the Securities Act of
1933), or business development company (as de-
fined in section 2(a)(48) of the Investment Com-
pany Act of 1940);

““(iv) any small business investment company
licensed by the United States Small Business
Administration under section 301 (c) or (d) of
the Small Business Investment Act of 1958;

‘“(v) any State sponsored employee benefit
plan, or any other employee benefit plan, within
the meaning of the Employee Retirement Income
Security Act of 1974, other than an individual
retirement account, if the investment decisions
are made by a plan fiduciary, as defined in sec-
tion 3(21) of that Act, which is either a bank,
savings and loan association, insurance com-
pany, or registered investment adviser;

““(vi) any trust whose purchases of securities
are directed by a person described in clauses (i)
through (v) of this subparagraph;

““(vii) any market intermediary exempt under
section 3(c)(2) of the Investment Company Act of
1940;

““(viii) any associated person of a broker or
dealer other than a natural person;

““(ix) any foreign bank (as defined in section
1(b)(7) of the International Banking Act of
1978);

““(x) the government of any foreign country;

““(xi) any corporation, company, or partner-
ship that owns and invests on a discretionary
basis, not less than $25,000,000 in investments;

“(xii) any natural person who owns and in-
vests on a discretionary basis, not less than
$25,000,000 in investments;

““(xiii) any government or political subdivi-
sion, agency, or instrumentality of a govern-
ment who owns and invests on a discretionary
basis not less than $50,000,000 in investments; or

““(xiv) any multinational or supranational en-
tity or any agency or instrumentality thereof.

““(B) ALTERED THRESHOLDS FOR ASSET-BACK
SECURITIES AND LOAN PARTICIPATIONS.—For pur-
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poses sections 3(a)(5)(C)(iii) of this title and sec-
tion 206(a)(5) of the Gramm-Leach-Bliley Act,
the term ‘qualified investor’ has the meaning
given such term by subparagraph (A) of this
paragraph except that clauses (xi) and (xii)
shall be applied by substituting ‘$10,000,000" for
*$25,000,000".

““(C) ADDITIONAL AUTHORITY.—The Commis-
sion may, by rule or order, define a ‘qualified
investor’ as any other person, taking into con-
sideration such factors as the financial sophis-
tication of the person, net worth, and knowl-
edge and experience in financial matters.””.

SEC. 208. GOVERNMENT SECURITIES DEFINED.

Section 3(a)(42) of the Securities Exchange Act
of 1934 (15 U.S.C. 78c(a)(42)) is amended—

(1) by striking ““or’” at the end of subpara-
graph (C);

(2) by striking the period at the end of sub-
paragraph (D) and inserting ““; or’’; and

(3) by adding at the end the following new
subparagraph:

““(E) for purposes of sections 15, 15C, and 17A
as applied to a bank, a qualified Canadian gov-
ernment obligation as defined in section 5136 of
the Revised Statutes of the United States.””.

SEC. 209. EFFECTIVE DATE.

This subtitle shall take effect at the end of the
18-month period beginning on the date of the
enactment of this Act.

SEC. 210. RULE OF CONSTRUCTION.

Nothing in this Act shall supersede, affect, or
otherwise limit the scope and applicability of
the Commodity Exchange Act (7 U.S.C. 1 et
seq.).

Subtitle B—Bank Investment Company
Activities
SEC. 211. CUSTODY OF INVESTMENT COMPANY
ASSETS BY AFFILIATED BANK.

(a) MANAGEMENT COMPANIES.—Section 17(f) of
the Investment Company Act of 1940 (15 U.S.C.
80a-17(f)) is amended—

(1) by redesignating paragraphs (1), (2), and
(3) as subparagraphs (A), (B), and (C), respec-
tively;

(2) by striking ““(f) Every registered’”” and in-
serting the following:

“‘(f) CUSTODY OF SECURITIES.—

““(1) Every registered’’;

(3) by redesignating the second, third, fourth,
and fifth sentences of such subsection as para-
graphs (2) through (5), respectively, and indent-
ing the left margin of such paragraphs appro-
priately; and

(4) by adding at the end the following new
paragraph:

““(6) The Commission may, after consultation
with and taking into consideration the views of
the Federal banking agencies (as defined in sec-
tion 3 of the Federal Deposit Insurance Act),
adopt rules and regulations, and issue orders,
consistent with the protection of investors, pre-
scribing the conditions under which a bank, or
an affiliated person of a bank, either of which
is an affiliated person, promoter, organizer, or
sponsor of, or principal underwriter for, a reg-
istered management company may serve as cus-
todian of that registered management com-
pany.”.

(b) UNIT INVESTMENT TRUSTS.—Section 26 of
the Investment Company Act of 1940 (15 U.S.C.
80a—26) is amended—

(1) by redesignating subsections (b) through
(e) as subsections (c) through (f), respectively;
and

(2) by inserting after subsection (a) the fol-
lowing new subsection:

““(b) The Commission may, after consultation
with and taking into consideration the views of
the Federal banking agencies (as defined in sec-
tion 3 of the Federal Deposit Insurance Act),
adopt rules and regulations, and issue orders,
consistent with the protection of investors, pre-
scribing the conditions under which a bank, or
an affiliated person of a bank, either of which
is an affiliated person of a principal under-
writer for, or depositor of, a registered unit in-
vestment trust, may serve as trustee or custo-
dian under subsection (a)(1).”.



November 2, 1999

SEC. 212. LENDING TO AN AFFILIATED INVEST-
MENT COMPANY.
Section 17(a) of the Investment Company Act
of 1940 (15 U.S.C. 80a-17(a)) is amended—
(1) by striking ““or’” at the end of paragraph

@;

(2) by striking the period at the end of para-
graph (3) and inserting “‘; or’’; and

(3) by adding at the end the following new
paragraph:

““(4) to loan money or other property to such
registered company, or to any company con-
trolled by such registered company, in con-
travention of such rules, regulations, or orders
as the Commission may, after consultation with
and taking into consideration the views of the
Federal banking agencies (as defined in section
3 of the Federal Deposit Insurance Act), pre-
scribe or issue consistent with the protection of
investors.”’.

SEC. 213. INDEPENDENT DIRECTORS.

(@) IN GENERAL.—Section 2(a)(19)(A) of the
Investment Company Act of 1940 (15 U.S.C. 80a—
2(a)(19)(A)) is amended—

(1) by striking clause (v) and inserting the fol-
lowing new clause:

““(v) any person or any affiliated person of a
person (other than a registered investment com-
pany) that, at any time during the 6-month pe-
riod preceding the date of the determination of
whether that person or affiliated person is an
interested person, has executed any portfolio
transactions for, engaged in any principal
transactions with, or distributed shares for—

“(1) the investment company;

“(I1) any other investment company having
the same investment adviser as such investment
company or holding itself out to investors as a
related company for purposes of investment or
investor services; or

“(111) any account over which the investment
company’s investment adviser has brokerage
placement discretion,’’;

(2) by redesignating clause (vi) as clause (vii);
and

(3) by inserting after clause (v) the following
new clause:

““(vi) any person or any affiliated person of a
person (other than a registered investment com-
pany) that, at any time during the 6-month pe-
riod preceding the date of the determination of
whether that person or affiliated person is an
interested person, has loaned money or other
property to—

“(1) the investment company;

“(I1) any other investment company having
the same investment adviser as such investment
company or holding itself out to investors as a
related company for purposes of investment or
investor services; or

“(111) any account for which the investment
company’s investment adviser has borrowing
authority,”’.

(b) CONFORMING AMENDMENT.—Section
2(a)(19)(B) of the Investment Company Act of
1940 (15 U.S.C. 80a-2(a)(19)(B)) is amended—

(1) by striking clause (v) and inserting the fol-
lowing new clause:

““(v) any person or any affiliated person of a
person (other than a registered investment com-
pany) that, at any time during the 6-month pe-
riod preceding the date of the determination of
whether that person or affiliated person is an
interested person, has executed any portfolio
transactions for, engaged in any principal
transactions with, or distributed shares for—

“(1) any investment company for which the
investment adviser or principal underwriter
serves as such;

“(I1) any investment company holding itself
out to investors, for purposes of investment or
investor services, as a company related to any
investment company for which the investment
adviser or principal underwriter serves as such;
or

“(111) any account over which the investment
adviser has brokerage placement discretion,’”;

(2) by redesignating clause (vi) as clause (vii);
and
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(3) by inserting after clause (v) the following
new clause:

““(vi) any person or any affiliated person of a
person (other than a registered investment com-
pany) that, at any time during the 6-month pe-
riod preceding the date of the determination of
whether that person or affiliated person is an
interested person, has loaned money or other
property to—

“() any investment company for which the
investment adviser or principal underwriter
serves as such;

“(I) any investment company holding itself
out to investors, for purposes of investment or
investor services, as a company related to any
investment company for which the investment
adviser or principal underwriter serves as such;
or

“(111) any account for which the investment
adviser has borrowing authority,”.

(c) AFFILIATION OF DIRECTORS.—Section 10(c)
of the Investment Company Act of 1940 (15
U.S.C. 80a-10(c)) is amended by striking ‘‘bank,
except’” and inserting ‘“‘bank (together with its
affiliates and subsidiaries) or any one bank
holding company (together with its affiliates
and subsidiaries) (as such terms are defined in
section 2 of the Bank Holding Company Act of
1956), except’’.

SEC. 214. ADDITIONAL SEC DISCLOSURE AUTHOR-
ITY.

Section 35(a) of the Investment Company Act
of 1940 (15 U.S.C. 80a-34(a)) is amended to read
as follows:

‘‘(a) MISREPRESENTATION OF GUARANTEES.—

““(1) IN GENERAL.—It shall be unlawful for
any person, issuing or selling any security of
which a registered investment company is the
issuer, to represent or imply in any manner
whatsoever that such security or company—

““(A) has been guaranteed, sponsored, rec-
ommended, or approved by the United States, or
any agency, instrumentality or officer of the
United States;

““(B) has been insured by the Federal Deposit
Insurance Corporation; or

““(C) is guaranteed by or is otherwise an obli-
gation of any bank or insured depository insti-
tution.

‘“(2) DISCLOSURES.—AnNy person issuing or
selling the securities of a registered investment
company that is advised by, or sold through, a
bank shall prominently disclose that an invest-
ment in the company is not insured by the Fed-
eral Deposit Insurance Corporation or any other
government agency. The Commission may, after
consultation with and taking into consideration
the views of the Federal banking agencies (as
defined in section 3 of the Federal Deposit In-
surance Act), adopt rules and regulations, and
issue orders, consistent with the protection of
investors, prescribing the manner in which the
disclosure under this paragraph shall be pro-
vided.

““(3) DEFINITIONS.—The terms ‘insured deposi-
tory institution’ and ‘appropriate Federal bank-
ing agency’ have the same meanings as given in
section 3 of the Federal Deposit Insurance
Act.”’.

SEC. 215. DEFINITION OF BROKER UNDER THE IN-
VESTMENT COMPANY ACT OF 1940.

Section 2(a)(6) of the Investment Company Act
of 1940 (15 U.S.C. 80a-2(a)(6)) is amended to
read as follows:

‘“(6) The term ‘broker’ has the same meaning
as given in section 3 of the Securities Exchange
Act of 1934, except that such term does not in-
clude any person solely by reason of the fact
that such person is an underwriter for one or
more investment companies.’’.

SEC. 216. DEFINITION OF DEALER UNDER THE IN-
VESTMENT COMPANY ACT OF 1940.

Section 2(a)(11) of the Investment Company
Act of 1940 (15 U.S.C. 80a-2(a)(11)) is amended
to read as follows:

‘“(11) The term ‘dealer’ has the same meaning
as given in the Securities Exchange Act of 1934,
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but does not include an insurance company or

investment company.”.

SEC. 217. REMOVAL OF THE EXCLUSION FROM
THE DEFINITION OF INVESTMENT
ADVISER FOR BANKS THAT ADVISE
INVESTMENT COMPANIES.

(a) INVESTMENT ADVISER.—Section
202(a)(11)(A) of the Investment Advisers Act of
1940 (15 U.S.C. 80b-2(a)(11)(A)) is amended by
striking ‘‘investment company’ and inserting
“‘investment company, except that the term ‘in-
vestment adviser’ includes any bank or bank
holding company to the extent that such bank
or bank holding company serves or acts as an
investment adviser to a registered investment
company, but if, in the case of a bank, such
services or actions are performed through a sep-
arately identifiable department or division, the
department or division, and not the bank itself,
shall be deemed to be the investment adviser”.

(b) SEPARATELY IDENTIFIABLE DEPARTMENT
OR DIVISION.—Section 202(a) of the Investment
Advisers Act of 1940 (15 U.S.C. 80b-2(a)) is
amended by adding at the end the following:

““(26) The term ‘separately identifiable depart-
ment or division’ of a bank means a unit—

““(A) that is under the direct supervision of an
officer or officers designated by the board of di-
rectors of the bank as responsible for the day-to-
day conduct of the bank’s investment adviser
activities for one or more investment companies,
including the supervision of all bank employees
engaged in the performance of such activities;
and

““(B) for which all of the records relating to its
investment adviser activities are separately
maintained in or extractable from such unit’s
own facilities or the facilities of the bank, and
such records are so maintained or otherwise ac-
cessible as to permit independent examination
and enforcement by the Commission of this Act
or the Investment Company Act of 1940 and
rules and regulations promulgated under this
Act or the Investment Company Act of 1940.”".
SEC. 218. DEFINITION OF BROKER UNDER THE IN-

VESTMENT ADVISERS ACT OF 1940.

Section 202(a)(3) of the Investment Advisers
Act of 1940 (15 U.S.C. 80b-2(a)(3)) is amended to
read as follows:

““(3) The term ‘broker’ has the same meaning
as given in section 3 of the Securities Exchange
Act of 1934.”.

SEC. 219. DEFINITION OF DEALER UNDER THE IN-
VESTMENT ADVISERS ACT OF 1940.

Section 202(a)(7) of the Investment Advisers
Act of 1940 (15 U.S.C. 80b-2(a)(7)) is amended to
read as follows:

“(7) The term ‘dealer’ has the same meaning
as given in section 3 of the Securities Exchange
Act of 1934, but does not include an insurance
company or investment company.’’.

SEC. 220. INTERAGENCY CONSULTATION.

The Investment Advisers Act of 1940 (15 U.S.C.
80b-1 et seq.) is amended by inserting after sec-
tion 210 the following new section:

“SEC. 210A. CONSULTATION.

““(a) EXAMINATION RESULTS AND OTHER IN-
FORMATION.—

““(1) The appropriate Federal banking agency
shall provide the Commission upon request the
results of any examination, reports, records, or
other information to which such agency may
have access—

“(A) with respect to the investment advisory
activities of any—

““(i) bank holding company;

““(ii) bank; or

““(iii) separately identifiable department or di-
vision of a bank,
that is registered under section 203 of this title;
and

“(B) in the case of a bank holding company
or bank that has a subsidiary or a separately
identifiable department or division registered
under that section, with respect to the invest-
ment advisory activities of such bank or bank
holding company.
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““(2) The Commission shall provide to the ap-
propriate Federal banking agency upon request
the results of any examination, reports, records,
or other information with respect to the invest-
ment advisory activities of any bank holding
company, bank, or separately identifiable de-
partment or division of a bank, which is reg-
istered under section 203 of this title.

““(3) Notwithstanding any other provision of
law, the Commission and the appropriate Fed-
eral banking agencies shall not be compelled to
disclose any information provided under para-
graph (1) or (2). Nothing in this paragraph shall
authorize the Commission or such agencies to
withhold information from Congress, or prevent
the Commission or such agencies from complying
with a request for information from any other
Federal department or agency or any self-regu-
latory organization requesting the information
for purposes within the scope of its jurisdiction,
or complying with an order of a court of the
United States in an action brought by the
United States, the Commission, or such agen-
cies. For purposes of section 552 of title 5,
United States Code, this paragraph shall be con-
sidered a statute described in subsection
(b)(3)(B) of such section 552.

““(b) EFFECT ON OTHER AUTHORITY.—Nothing
in this section shall limit in any respect the au-
thority of the appropriate Federal banking
agency with respect to such bank holding com-
pany (or affiliates or subsidiaries thereof), bank,
or subsidiary, department, or division or a bank
under any other provision of law.

““(c) DEFINITION.—For purposes of this sec-
tion, the term ‘appropriate Federal banking
agency’ shall have the same meaning as given in

section 3 of the Federal Deposit Insurance
Act.”.
SEC. 221. TREATMENT OF BANK COMMON TRUST

FUNDS.

(a) SECURITIES ACT OF 1933.—Section 3(a)(2)
of the Securities Act of 1933 (15 U.S.C. 77c(a)(2))
is amended by striking ‘‘or any interest or par-
ticipation in any common trust fund or similar
fund maintained by a bank exclusively for the
collective investment and reinvestment of assets
contributed thereto by such bank in its capacity
as trustee, executor, administrator, or guard-
ian’ and inserting ‘‘or any interest or participa-
tion in any common trust fund or similar fund
that is excluded from the definition of the term
‘investment company’ under section 3(c)(3) of
the Investment Company Act of 1940°".

(b) SECURITIES EXCHANGE ACT OF 1934.—Sec-
tion 3(a)(12)(A)(iii) of the Securities Exchange
Act of 1934 (15 U.S.C. 78c(a)(12)(A)(iii)) is
amended to read as follows:

““(iii) any interest or participation in any com-
mon trust fund or similar fund that is excluded
from the definition of the term ‘investment com-
pany’ under section 3(c)(3) of the Investment
Company Act of 1940;”".

(c) INVESTMENT COMPANY ACT OF 1940.—Sec-
tion 3(c)(3) of the Investment Company Act of
1940 (15 U.S.C. 80a-3(c)(3)) is amended by insert-
ing before the period the following: *‘, if—

““(A) such fund is employed by the bank solely
as an aid to the administration of trusts, es-
tates, or other accounts created and maintained
for a fiduciary purpose;

““(B) except in connection with the ordinary
advertising of the bank’s fiduciary services, in-
terests in such fund are not—

““(i) advertised; or

““(ii) offered for sale to the general public; and

““(C) fees and expenses charged by such fund
are not in contravention of fiduciary principles
established under applicable Federal or State
law™’.

SEC. 222. STATUTORY DISQUALIFICATION FOR
BANK WRONGDOING.

Section 9(a) of the Investment Company Act of
1940 (15 U.S.C. 80a-9(a)) is amended in para-
graphs (1) and (2) by striking “‘securities dealer,
transfer agent,”” and inserting ‘‘securities deal-
er, bank, transfer agent,”.
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SEC. 223. CONFORMING CHANGE IN DEFINITION.
Section 2(a)(5) of the Investment Company Act

of 1940 (15 U.S.C. 80a-2(a)(5)) is amended by

striking ““(A) a banking institution organized
under the laws of the United States’ and insert-
ing ““‘(A) a depository institution (as defined in
section 3 of the Federal Deposit Insurance Act)
or a branch or agency of a foreign bank (as
such terms are defined in section 1(b) of the

International Banking Act of 1978)"".

SEC. 224. CONFORMING AMENDMENT.

Section 202 of the Investment Advisers Act of
1940 (15 U.S.C. 80b-2) is amended by adding at
the end the following new subsection:

‘“(c) CONSIDERATION OF PROMOTION OF EFFI-
CIENCY, COMPETITION, AND CAPITAL FORMA-
TION.—Whenever pursuant to this title the Com-
mission is engaged in rulemaking and is re-
quired to consider or determine whether an ac-
tion is necessary or appropriate in the public in-
terest, the Commission shall also consider, in
addition to the protection of investors, whether
the action will promote efficiency, competition,
and capital formation.”’.

SEC. 225. EFFECTIVE DATE.

This subtitle shall take effect 18 months after
the date of the enactment of this Act.

Subtitle C—Securities and Exchange Commis-
sion Supervision of Investment Bank Hold-
ing Companies

SEC. 231. SUPERVISION OF INVESTMENT BANK

HOLDING COMPANIES BY THE SECU-
RITIES AND EXCHANGE COMMIS-
SION.

(a) AMENDMENT.—Section 17 of the Securities
Exchange Act of 1934 (15 U.S.C. 78q) is
amended—

(1) by redesignating subsection (i) as sub-
section (k); and

(2) by inserting after subsection (h) the fol-
lowing new subsections:

““(i) INVESTMENT BANK HOLDING COMPANIES.—

‘(1) ELECTIVE SUPERVISION OF AN INVESTMENT
BANK HOLDING COMPANY NOT HAVING A BANK OR
SAVINGS ASSOCIATION AFFILIATE.—

“(A) IN GENERAL.—AN investment bank hold-
ing company that is not—

‘(i) an affiliate of an insured bank (other
than an institution described in subparagraph
(D), (F), or (G) of section 2(c)(2), or held under
section 4(f), of the Bank Holding Company Act
of 1956), or a savings association;

“(ii) a foreign bank, foreign company, or com-
pany that is described in section 8(a) of the
International Banking Act of 1978; or

““(iii) a foreign bank that controls, directly or
indirectly, a corporation chartered under sec-
tion 25A of the Federal Reserve Act,
may elect to become supervised by filing with
the Commission a notice of intention to become
supervised, pursuant to subparagraph (B) of
this paragraph. Any investment bank holding
company filing such a notice shall be supervised
in accordance with this section and comply with
the rules promulgated by the Commission appli-
cable to supervised investment bank holding
companies.

““(B) NOTIFICATION OF STATUS AS A SUPER-
VISED INVESTMENT BANK HOLDING COMPANY.—AnN
investment bank holding company that elects
under subparagraph (A) to become supervised
by the Commission shall file with the Commis-
sion a written notice of intention to become su-
pervised by the Commission in such form and
containing such information and documents
concerning such investment bank holding com-
pany as the Commission, by rule, may prescribe
as necessary or appropriate in furtherance of
the purposes of this section. Unless the Commis-
sion finds that such supervision is not necessary
or appropriate in furtherance of the purposes of
this section, such supervision shall become effec-
tive 45 days after the date of receipt of such
written notice by the Commission or within such
shorter time period as the Commission, by rule
or order, may determine.

““(2) ELECTION NOT TO BE SUPERVISED BY THE
COMMISSION AS AN INVESTMENT BANK HOLDING
COMPANY.—
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““(A) VOLUNTARY WITHDRAWAL.—A supervised
investment bank holding company that is super-
vised pursuant to paragraph (1) may, upon such
terms and conditions as the Commission deems
necessary or appropriate, elect not to be super-
vised by the Commission by filing a written no-
tice of withdrawal from Commission supervision.
Such notice shall not become effective until 1
year after receipt by the Commission, or such
shorter or longer period as the Commission
deems necessary or appropriate to ensure effec-
tive supervision of the material risks to the su-
pervised investment bank holding company and
to the affiliated broker or dealer, or to prevent
evasion of the purposes of this section.

‘“(B) DISCONTINUATION OF COMMISSION SUPER-
VISION.—If the Commission finds that any su-
pervised investment bank holding company that
is supervised pursuant to paragraph (1) is no
longer in existence or has ceased to be an invest-
ment bank holding company, or if the Commis-
sion finds that continued supervision of such a
supervised investment bank holding company is
not consistent with the purposes of this section,
the Commission may discontinue the supervision
pursuant to a rule or order, if any, promulgated
by the Commission under this section.

‘() SUPERVISION OF INVESTMENT BANK HOLD-
ING COMPANIES.—

““(A) RECORDKEEPING AND REPORTING.—

“(i) IN GENERAL.—Every supervised invest-
ment bank holding company and each affiliate
thereof shall make and keep for prescribed peri-
ods such records, furnish copies thereof, and
make such reports, as the Commission may re-
quire by rule, in order to keep the Commission
informed as to—

“(1) the company’s or affiliate’s activities, fi-
nancial condition, policies, systems for moni-
toring and controlling financial and operational
risks, and transactions and relationships be-
tween any broker or dealer affiliate of the su-
pervised investment bank holding company; and

““(11) the extent to which the company or affil-
iate has complied with the provisions of this Act
and regulations prescribed and orders issued
under this Act.

“‘(iif) FORM AND CONTENTS.—Such records and
reports shall be prepared in such form and ac-
cording to such specifications (including certifi-
cation by an independent public accountant), as
the Commission may require and shall be pro-
vided promptly at any time upon request by the
Commission. Such records and reports may
include—

“(1) a balance sheet and income statement;

“(11) an assessment of the consolidated capital
of the supervised investment bank holding com-
pany;

“(111) an independent auditor’s report attest-
ing to the supervised investment bank holding
company’s compliance with its internal risk
management and internal control objectives;
and

“(1V) reports concerning the extent to which
the company or affiliate has complied with the
provisions of this title and any regulations pre-
scribed and orders issued under this title.

““(B) USE OF EXISTING REPORTS.—

“(i) IN GENERAL.—The Commission shall, to
the fullest extent possible, accept reports in ful-
fillment of the requirements under this para-
graph that the supervised investment bank hold-
ing company or its affiliates have been required
to provide to another appropriate regulatory
agency or self-regulatory organization.

“(if) AVAILABILITY.—A supervised investment
bank holding company or an affiliate of such
company shall provide to the Commission, at the
request of the Commission, any report referred
to in clause (i).

““(C) EXAMINATION AUTHORITY.—

““(i) FOCus OF EXAMINATION AUTHORITY.—The
Commission may make examinations of any su-
pervised investment bank holding company and
any affiliate of such company in order to—

“(1) inform the Commission regarding—
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‘“(aa) the nature of the operations and finan-
cial condition of the supervised investment bank
holding company and its affiliates;

“(bb) the financial and operational risks
within the supervised investment bank holding
company that may affect any broker or dealer
controlled by such supervised investment bank
holding company; and

“‘(cc) the systems of the supervised investment
bank holding company and its affiliates for
monitoring and controlling those risks; and

“(11) monitor compliance with the provisions
of this subsection, provisions governing trans-
actions and relationships between any broker or
dealer affiliated with the supervised investment
bank holding company and any of the com-
pany’s other affiliates, and applicable provi-
sions of subchapter Il of chapter 53, title 31,
United States Code (commonly referred to as the
‘Bank Secrecy Act’) and regulations thereunder.

*“(iil) RESTRICTED FOCUS OF EXAMINATIONS.—
The Commission shall limit the focus and scope
of any examination of a supervised investment
bank holding company to—

“(1) the company; and

“(I1) any affiliate of the company that, be-
cause of its size, condition, or activities, the na-
ture or size of the transactions between such af-
filiate and any affiliated broker or dealer, or the
centralization of functions within the holding
company system, could, in the discretion of the
Commission, have a materially adverse effect on
the operational or financial condition of the
broker or dealer.

““(iii) DEFERENCE TO OTHER EXAMINATIONS.—
For purposes of this subparagraph, the Commis-
sion shall, to the fullest extent possible, use the
reports of examination of an institution de-
scribed in subparagraph (D), (F), or (G) of sec-
tion 2(c)(2), or held under section 4(f), of the
Bank Holding Company Act of 1956 made by the
appropriate regulatory agency, or of a licensed
insurance company made by the appropriate
State insurance regulator.

““(4) FUNCTIONAL REGULATION OF BANKING AND
INSURANCE ACTIVITIES OF SUPERVISED INVEST-
MENT BANK HOLDING COMPANIES.—The Commis-
sion shall defer to—

“(A) the appropriate regulatory agency with
regard to all interpretations of, and the enforce-
ment of, applicable banking laws relating to the
activities, conduct, ownership, and operations
of banks, and institutions described in subpara-
graph (D), (F), and (G) of section 2(c)(2), or
held under section 4(f), of the Bank Holding
Company Act of 1956; and

“(B) the appropriate State insurance regu-
lators with regard to all interpretations of, and
the enforcement of, applicable State insurance
laws relating to the activities, conduct, and op-
erations of insurance companies and insurance
agents.

““(5) DEFINITIONS.—For purposes of this sub-
section:

“(A) The term ‘investment bank holding com-
pany’ means—

‘(i) any person other than a natural person
that owns or controls one or more brokers or
dealers; and

““(ii) the associated persons of the investment
bank holding company.

“(B) The term ‘supervised investment bank
holding company’ means any investment bank
holding company that is supervised by the Com-
mission pursuant to this subsection.

““(C) The terms ‘affiliate’, ‘bank’, ‘bank hold-
ing company’, ‘company’, ‘control’, and ‘sav-
ings association’ have the same meanings as
given in section 2 of the Bank Holding Company
Act of 1956 (12 U.S.C. 1841).

“(D) The term ‘insured bank’ has the same
meaning as given in section 3 of the Federal De-
posit Insurance Act.

“(E) The term ‘foreign bank’ has the same
meaning as given in section 1(b)(7) of the Inter-
national Banking Act of 1978.

““(F) The terms ‘person associated with an in-
vestment bank holding company’ and ‘associ-
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ated person of an investment bank holding com-
pany’ mean any person directly or indirectly
controlling, controlled by, or under common
control with, an investment bank holding com-
pany.

“(j) AUTHORITY TO LIMIT DISCLOSURE OF IN-
FORMATION.—Notwithstanding any other provi-
sion of law, the Commission shall not be com-
pelled to disclose any information required to be
reported under subsection (h) or (i) or any infor-
mation supplied to the Commission by any do-
mestic or foreign regulatory agency that relates
to the financial or operational condition of any
associated person of a broker or dealer, invest-
ment bank holding company, or any affiliate of
an investment bank holding company. Nothing
in this subsection shall authorize the Commis-
sion to withhold information from Congress, or
prevent the Commission from complying with a
request for information from any other Federal
department or agency or any self-regulatory or-
ganization requesting the information for pur-
poses within the scope of its jurisdiction, or
complying with an order of a court of the
United States in an action brought by the
United States or the Commission. For purposes
of section 552 of title 5, United States Code, this
subsection shall be considered a statute de-
scribed in subsection (b)(3)(B) of such section
552. In prescribing regulations to carry out the
requirements of this subsection, the Commission
shall designate information described in or ob-
tained pursuant to subparagraphs (A), (B), and
(C) of subsection (i)(5) as confidential informa-
tion for purposes of section 24(b)(2) of this
title.””.

(b) CONFORMING AMENDMENTS.—

(1) Section 3(a)(34) of the Securities Exchange
Act of 1934 (15 U.S.C. 78c(a)(34)) is amended by
adding at the end the following new subpara-
graph:

““(H) When used with respect to an institution
described in subparagraph (D), (F), or (G) of
section 2(c)(2), or held under section 4(f), of the
Bank Holding Company Act of 1956—

‘(i) the Comptroller of the Currency, in the
case of a national bank or a bank in the District
of Columbia examined by the Comptroller of the
Currency;

““(ii) the Board of Governors of the Federal
Reserve System, in the case of a State member
bank of the Federal Reserve System or any cor-
poration chartered under section 25A of the
Federal Reserve Act;

‘““(iii) the Federal Deposit Insurance Corpora-
tion, in the case of any other bank the deposits
of which are insured in accordance with the
Federal Deposit Insurance Act; or

““(iv) the Commission in the case of all other
such institutions.”.

(2) Section 1112(e) of the Right to Financial

Privacy Act of 1978 (12 U.S.C. 3412(e)) is
amended—

(A) by striking “‘this title’”” and inserting
“law’’; and

(B) by inserting “‘, examination reports’ after
“financial records”.

Subtitle D—Banks and Bank Holding
Companies
SEC. 241. CONSULTATION.

(a) IN GENERAL.—The Securities and Ex-
change Commission shall consult and coordinate
comments with the appropriate Federal banking
agency before taking any action or rendering
any opinion with respect to the manner in
which any insured depository institution or de-
pository institution holding company reports
loan loss reserves in its financial statement, in-
cluding the amount of any such loan loss re-
serve.

(b) DEFINITIONS.—For purposes of subsection
(a), the terms “‘insured depository institution’,
‘“depository institution holding company’’, and
‘‘appropriate Federal banking agency’’ have the
same meaning as given in section 3 of the Fed-
eral Deposit Insurance Act.
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TITLE 1HI—INSURANCE

Subtitle A—State Regulation of Insurance

SEC. 301. FUNCTIONAL REGULATION OF INSUR-
ANCE.

The insurance activities of any person (in-
cluding a national bank exercising its power to
act as agent under the eleventh undesignated
paragraph of section 13 of the Federal Reserve
Act) shall be functionally regulated by the
States, subject to section 104.

SEC. 302. INSURANCE UNDERWRITING
TIONAL BANKS.

(a) IN GENERAL.—Except as provided in sec-
tion 303, a national bank and the subsidiaries of
a national bank may not provide insurance in a
State as principal except that this prohibition
shall not apply to authorized products.

(b) AUTHORIZED PRODUCTS.—For the purposes
of this section, a product is authorized if—

(1) as of January 1, 1999, the Comptroller of
the Currency had determined in writing that
national banks may provide such product as
principal, or national banks were in fact law-
fully providing such product as principal;

(2) no court of relevant jurisdiction had, by
final judgment, overturned a determination of
the Comptroller of the Currency that national
banks may provide such product as principal;
and

(3) the product is not title insurance, or an
annuity contract the income of which is subject
to tax treatment under section 72 of the Internal
Revenue Code of 1986.

(c) DEFINITION.—For purposes of this section,
the term “‘insurance’ means—

(1) any product regulated as insurance as of
January 1, 1999, in accordance with the relevant
State insurance law, in the State in which the
product is provided;

(2) any product first offered after January 1,
1999, which—

(A) a State insurance regulator determines
shall be regulated as insurance in the State in
which the product is provided because the prod-
uct insures, guarantees, or indemnifies against
liability, loss of life, loss of health, or loss
through damage to or destruction of property,
including, but not limited to, surety bonds, life
insurance, health insurance, title insurance,
and property and casualty insurance (such as
private passenger or commercial automobile,
homeowners, mortgage, commercial multiperil,
general liability, professional liability, workers’
compensation, fire and allied lines, farm owners
multiperil, aircraft, fidelity, surety, medical
malpractice, ocean marine, inland marine, and
boiler and machinery insurance); and

(B) is not a product or service of a bank that
is—

(i) a deposit product;

(ii) a loan, discount, letter of credit, or other
extension of credit;

(iii) a trust or other fiduciary service;

(iv) a qualified financial contract (as defined
in or determined pursuant to section
11(e)(8)(D)(i) of the Federal Deposit Insurance
Act); or

(v) a financial guaranty, except that this sub-
paragraph (B) shall not apply to a product that
includes an insurance component such that if
the product is offered or proposed to be offered
by the bank as principal—

(1) it would be treated as a life insurance con-
tract under section 7702 of the Internal Revenue
Code of 1986; or

(1) in the event that the product is not a let-
ter of credit or other similar extension of credit,
a qualified financial contract, or a financial
guaranty, it would qualify for treatment for
losses incurred with respect to such product
under section 832(b)(5) of the Internal Revenue
Code of 1986, if the bank were subject to tax as
an insurance company under section 831 of that
Code; or

(38) any annuity contract, the income on
which is subject to tax treatment under section
72 of the Internal Revenue Code of 1986.

IN NA-
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(d) RULE OF CONSTRUCTION.—For purposes of
this section, providing insurance (including re-
insurance) outside the United States that in-
sures, guarantees, or indemnifies insurance
products provided in a State, or that indemnifies
an insurance company with regard to insurance
products provided in a State, shall be considered
to be providing insurance as principal in that
State.

SEC. 303. TITLE INSURANCE ACTIVITIES OF NA-
TIONAL BANKS AND THEIR AFFILI-
ATES.

(a) GENERAL PROHIBITION.—No national bank
may engage in any activity involving the under-
writing or sale of title insurance.

(b) NONDISCRIMINATION PARITY EXCEPTION.—

(1) IN GENERAL.—Notwithstanding any other
provision of law (including section 104 of this
Act), in the case of any State in which banks or-
ganized under the laws of such State are au-
thorized to sell title insurance as agent, a na-
tional bank may sell title insurance as agent in
such State, but only in the same manner, to the
same extent, and under the same restrictions as
such State banks are authorized to sell title in-
surance as agent in such State.

(2) COORDINATION WITH “‘WILDCARD’’ PROVI-
SION.—A State law which authorizes State
banks to engage in any activities in such State
in which a national bank may engage shall not
be treated as a statute which authorizes State
banks to sell title insurance as agent, for pur-
poses of paragraph (1).

(c) GRANDFATHERING WITH CONSISTENT REGU-
LATION.—

(1) IN GENERAL.—Except as provided in para-
graphs (2) and (3) and notwithstanding sub-
sections (a) and (b), a national bank, and a sub-
sidiary of a national bank, may conduct title in-
surance activities which such national bank or
subsidiary was actively and lawfully conducting
before the date of the enactment of this Act.

(2) INSURANCE AFFILIATE.—In the case of a
national bank which has an affiliate which pro-
vides insurance as principal and is not a sub-
sidiary of the bank, the national bank and any
subsidiary of the national bank may not engage
in the underwriting of title insurance pursuant
to paragraph (1).

(3) INSURANCE SUBSIDIARY.—In the case of a
national bank which has a subsidiary which
provides insurance as principal and has no af-
filiate other than a subsidiary which provides
insurance as principal, the national bank may
not directly engage in any activity involving the
underwriting of title insurance.

(d) “*AFFILIATE” AND ‘‘SUBSIDIARY” DE-
FINED.—For purposes of this section, the terms
“affiliate”” and ‘‘subsidiary”” have the same
meanings as in section 2 of the Bank Holding
Company Act of 1956.

(e) RULE OF CONSTRUCTION.—No provision of
this Act or any other Federal law shall be con-
strued as superseding or affecting a State law
which was in effect before the date of the enact-
ment of this Act and which prohibits title insur-
ance from being offered, provided, or sold in
such State, or from being underwritten with re-
spect to real property in such State, by any per-
son whatsoever.

SEC. 304. EXPEDITED AND EQUALIZED DISPUTE
RESOLUTION FOR FEDERAL REGU-
LATORS.

(a) FILING IN COURT OF APPEALS.—In the case
of a regulatory conflict between a State insur-
ance regulator and a Federal regulator regard-
ing insurance issues, including whether a State
law, rule, regulation, order, or interpretation re-
garding any insurance sales or solicitation ac-
tivity is properly treated as preempted under
Federal law, the Federal or State regulator may
seek expedited judicial review of such deter-
mination by the United States Court of Appeals
for the circuit in which the State is located or in
the United States Court of Appeals for the Dis-
trict of Columbia Circuit by filing a petition for
review in such court.

(b) EXPEDITED REVIEW.—The United States
Court of Appeals in which a petition for review
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is filed in accordance with subsection (a) shall
complete all action on such petition, including
rendering a judgment, before the end of the 60-
day period beginning on the date on which such
petition is filed, unless all parties to such pro-
ceeding agree to any extension of such period.

(c) SUPREME COURT REVIEW.—AnNYy request for
certiorari to the Supreme Court of the United
States of any judgment of a United States Court
of Appeals with respect to a petition for review
under this section shall be filed with the Su-
preme Court of the United States as soon as
practicable after such judgment is issued.

(d) STATUTE OF LIMITATION.—NOoO petition may
be filed under this section challenging an order,
ruling, determination, or other action of a Fed-
eral regulator or State insurance regulator after
the later of—

(1) the end of the 12-month period beginning
on the date on which the first public notice is
made of such order, ruling, determination or
other action in its final form; or

(2) the end of the 6-month period beginning on
the date on which such order, ruling, deter-
mination, or other action takes effect.

(e) STANDARD OF REVIEW.—The court shall de-
cide a petition filed under this section based on
its review on the merits of all questions pre-
sented under State and Federal law, including
the nature of the product or activity and the
history and purpose of its regulation under
State and Federal law, without unequal def-
erence.

SEC. 305. INSURANCE CUSTOMER PROTECTIONS.

The Federal Deposit Insurance Act (12 U.S.C.
1811 et seq.) is amended by inserting after sec-
tion 46, as added by section 121(d) of this Act,
the following new section:

“SEC. 47. INSURANCE CUSTOMER PROTECTIONS.

‘“(a) REGULATIONS REQUIRED.—

““(1) IN GENERAL.—The Federal banking agen-
cies shall prescribe and publish in final form,
before the end of the 1-year period beginning on
the date of the enactment of the Gramm-Leach-
Bliley Act, customer protection regulations
(which the agencies jointly determine to be ap-
propriate) that—

“(A) apply to retail sales practices, solicita-
tions, advertising, or offers of any insurance
product by any depository institution or any
person that is engaged in such activities at an
office of the institution or on behalf of the insti-
tution; and

““(B) are consistent with the requirements of
this Act and provide such additional protections
for customers to whom such sales, solicitations,
advertising, or offers are directed.

““(2) APPLICABILITY TO SUBSIDIARIES.—The
regulations prescribed pursuant to paragraph
(1) shall extend such protections to any sub-
sidiary of a depository institution, as deemed
appropriate by the regulators referred to in
paragraph (3), where such extension is deter-
mined to be necessary to ensure the consumer
protections provided by this section.

““(3) CONSULTATION AND JOINT REGULATIONS.—
The Federal banking agencies shall consult with
each other and prescribe joint regulations pur-
suant to paragraph (1), after consultation with
the State insurance regulators, as appropriate.

““(b) SALES PRACTICES.—The regulations pre-
scribed pursuant to subsection (a) shall include
antitying and anticoercion rules applicable to
the sale of insurance products that prohibit a
depository institution from engaging in any
practice that would lead a customer to believe
an extension of credit, in violation of section
106(b) of the Bank Holding Company Act
Amendments of 1970, is conditional upon—

““(1) the purchase of an insurance product
from the institution or any of its affiliates; or

““(2) an agreement by the consumer not to ob-
tain, or a prohibition on the consumer from ob-
taining, an insurance product from an unaffili-
ated entity.

““(c) DISCLOSURES AND ADVERTISING.—The
regulations prescribed pursuant to subsection
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(a) shall include the following provisions relat-
ing to disclosures and advertising in connection
with the initial purchase of an insurance prod-
uct:

‘(1) DISCLOSURES.—

“(A) IN GENERAL.—Requirements that the fol-
lowing disclosures be made orally and in writing
before the completion of the initial sale and, in
the case of clause (iii), at the time of application
for an extension of credit:

““(i) UNINSURED STATUS.—As appropriate, the
product is not insured by the Federal Deposit
Insurance Corporation, the United States Gov-
ernment, or the depository institution.

““(if) INVESTMENT RISK.—In the case of a vari-
able annuity or other insurance product which
involves an investment risk, that there is an in-
vestment risk associated with the product, in-
cluding possible loss of value.

““(iii) COERCION.—The approval of an exten-
sion of credit may not be conditioned on—

“(1) the purchase of an insurance product
from the institution in which the application for
credit is pending or any of affiliate of the insti-
tution; or

“(11) an agreement by the consumer not to ob-
tain, or a prohibition on the consumer from ob-
taining, an insurance product from an unaffili-
ated entity.

““(B) MAKING DISCLOSURE READILY UNDER-
STANDABLE.—Regulations prescribed under sub-
paragraph (A) shall encourage the use of disclo-
sure that is conspicuous, simple, direct, and
readily understandable, such as the following:

“(i) ‘NOT FDIC—INSURED’.

““(ii) ‘NOT GUARANTEED BY THE BANK’.

““(iii) ‘MAY GO DOWN IN VALUE’.

“(iv) ‘NOT INSURED BY ANY GOVERN-
MENT AGENCY’.

“(C) LimITATION.—Nothing in this paragraph
requires the inclusion of the foregoing disclo-
sures in advertisements of a general nature de-
scribing or listing the services or products of-
fered by an institution.

‘(D) MEANINGFUL DISCLOSURES.—Disclosures
shall not be considered to be meaningfully pro-
vided under this paragraph if the institution or
its representative states that disclosures required
by this subsection were available to the cus-
tomer in printed material available for distribu-
tion, where such printed material is not pro-
vided and such information is not orally dis-
closed to the customer.

““(E) ADJUSTMENTS FOR ALTERNATIVE METHODS
OF PURCHASE.—In prescribing the requirements
under subparagraphs (A) and (F), necessary ad-
justments shall be made for purchase in person,
by telephone, or by electronic media to provide
for the most appropriate and complete form of
disclosure and acknowledgments.

““(F) CONSUMER ACKNOWLEDGMENT.—A re-
quirement that a depository institution shall re-
quire any person selling an insurance product
at any office of, or on behalf of, the institution
to obtain, at the time a consumer receives the
disclosures required under this paragraph or at
the time of the initial purchase by the consumer
of such product, an acknowledgment by such
consumer of the receipt of the disclosure re-
quired under this subsection with respect to
such product.

*“(2) PROHIBITION ON MISREPRESENTATIONS.—A
prohibition on any practice, or any advertising,
at any office of, or on behalf of, the depository
institution, or any subsidiary, as appropriate,
that could mislead any person or otherwise
cause a reasonable person to reach an erroneous
belief with respect to—

“(A) the uninsured nature of any insurance
product sold, or offered for sale, by the institu-
tion or any subsidiary of the institution;

“(B) in the case of a variable annuity or in-
surance product that involves an investment
risk, the investment risk associated with any
such product; or

““(C) in the case of an institution or subsidiary
at which insurance products are sold or offered
for sale, the fact that—
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‘(i) the approval of an extension of credit to
a customer by the institution or subsidiary may
not be conditioned on the purchase of an insur-
ance product by such customer from the institu-
tion or subsidiary; and

““(ii) the customer is free to purchase the in-
surance product from another source.

““(d) SEPARATION OF BANKING AND NON-
BANKING ACTIVITIES.—

““(1) REGULATIONS REQUIRED.—The regula-
tions prescribed pursuant to subsection (a) shall
include such provisions as the Federal banking
agencies consider appropriate to ensure that the
routine acceptance of deposits is kept, to the ex-
tent practicable, physically segregated from in-
surance product activity.

““(2) REQUIREMENTS.—Regulations prescribed
pursuant to paragraph (1) shall include the fol-
lowing requirements:

““(A) SEPARATE SETTING.—A clear delineation
of the setting in which, and the circumstances
under which, transactions involving insurance
products should be conducted in a location
physically segregated from an area where retail
deposits are routinely accepted.

““(B) REFERRALS.—Standards that permit any
person accepting deposits from the public in an
area where such transactions are routinely con-
ducted in a depository institution to refer a cus-
tomer who seeks to purchase any insurance
product to a qualified person who sells such
product, only if the person making the referral
receives no more than a one-time nominal fee of
a fixed dollar amount for each referral that does
not depend on whether the referral results in a
transaction.

““(C) QUALIFICATION AND LICENSING REQUIRE-
MENTS.—Standards prohibiting any depository
institution from permitting any person to sell or
offer for sale any insurance product in any part
of any office of the institution, or on behalf of
the institution, unless such person is appro-
priately qualified and licensed.

‘““(e) DOMESTIC VIOLENCE DISCRIMINATION
PROHIBITION.—

““(1) IN GENERAL.—InN the case of an applicant
for, or an insured under, any insurance product
described in paragraph (2), the status of the ap-
plicant or insured as a victim of domestic vio-
lence, or as a provider of services to victims of
domestic violence, shall not be considered as a
criterion in any decision with regard to insur-
ance underwriting, pricing, renewal, or scope of
coverage of insurance policies, or payment of in-
surance claims, except as required or expressly
permitted under State law.

““(2) SCOPE OF APPLICATION.—The prohibition
contained in paragraph (1) shall apply to any
life or health insurance product which is sold or
offered for sale, as principal, agent, or broker,
by any depository institution or any person who
is engaged in such activities at an office of the
institution or on behalf of the institution.

““(3) DOMESTIC VIOLENCE DEFINED.—For pur-
poses of this subsection, the term ‘domestic vio-
lence’ means the occurrence of one or more of
the following acts by a current or former family
member, household member, intimate partner, or
caretaker:

““(A) Attempting to cause or causing or threat-
ening another person physical harm, severe
emotional distress, psychological trauma, rape,
or sexual assault.

“(B) Engaging in a course of conduct or re-
peatedly committing acts toward another per-
son, including following the person without
proper authority, under circumstances that
place the person in reasonable fear of bodily in-
jury or physical harm.

““(C) Subjecting another person to false im-
prisonment.

‘(D) Attempting to cause or cause damage to
property so as to intimidate or attempt to con-
trol the behavior of another person.

“(f) CONSUMER GRIEVANCE PROCESSs.—The
Federal banking agencies shall jointly establish
a consumer complaint mechanism, for receiving
and expeditiously addressing consumer com-
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plaints alleging a violation of regulations issued
under the section, which shall—

‘(1) establish a group within each regulatory
agency to receive such complaints;

“(2) develop procedures for investigating such
complaints;

““(3) develop procedures for informing con-
sumers of rights they may have in connection
with such complaints; and

‘“(4) develop procedures for addressing con-
cerns raised by such complaints, as appropriate,
including procedures for the recovery of losses
to the extent appropriate.

*“(g) EFFECT ON OTHER AUTHORITY.—

““(1) IN GENERAL.—NOo provision of this section
shall be construed as granting, limiting, or oth-
erwise affecting—

““(A) any authority of the Securities and Ex-
change Commission, any self-regulatory organi-
zation, the Municipal Securities Rulemaking
Board, or the Secretary of the Treasury under
any Federal securities law; or

““(B) except as provided in paragraph (2), any
authority of any State insurance commission (or
any agency or office performing like functions),
or of any State securities commission (or any
agency or office performing like functions), or
other State authority under any State law.

“(2) COORDINATION WITH STATE LAW.—

““(A) IN GENERAL.—Except as provided in sub-
paragraph (B), insurance customer protection
regulations prescribed by a Federal banking
agency under this section shall not apply to re-
tail sales, solicitations, advertising, or offers of
any insurance product by any depository insti-
tution or to any person who is engaged in such
activities at an office of such institution or on
behalf of the institution, in a State where the
State has in effect statutes, regulations, orders,
or interpretations, that are inconsistent with or
contrary to the regulations prescribed by the
Federal banking agencies.

““(B) PREEMPTION.—

““(i) IN GENERAL.—If, with respect to any pro-
vision of the regulations prescribed under this
section, the Board of Governors of the Federal
Reserve System, the Comptroller of the Cur-
rency, and the Board of Directors of the Cor-
poration determine jointly that the protection
afforded by such provision for customers is
greater than the protection provided by a com-
parable provision of the statutes, regulations,
orders, or interpretations referred to in subpara-
graph (A) of any State, the appropriate State
regulatory authority shall be notified of such
determination in writing.

‘“(if) CONSIDERATIONS.—Before making a final
determination under clause (i), the Federal
agencies referred to in clause (i) shall give ap-
propriate consideration to comments submitted
by the appropriate State regulatory authorities
relating to the level of protection afforded to
consumers under State law.

““(iii) FEDERAL PREEMPTION AND ABILITY OF
STATES TO OVERRIDE FEDERAL PREEMPTION.—If
the Federal agencies referred to in clause (i)
jointly determine that any provision of the regu-
lations prescribed under this section affords
greater protections than a comparable State
law, rule, regulation, order, or interpretation,
those agencies shall send a written preemption
notice to the appropriate State regulatory au-
thority to notify the State that the Federal pro-
vision will preempt the State provision and will
become applicable unless, not later than 3 years
after the date of such notice, the State adopts
legislation to override such preemption.

““(h) NON-DISCRIMINATION AGAINST NON-AF-
FILIATED AGENTS.—The Federal banking agen-
cies shall ensure that the regulations prescribed
pursuant to subsection (a) shall not have the ef-
fect of discriminating, either intentionally or
unintentionally, against any person engaged in
insurance sales or solicitations that is not affili-
ated with a depository institution.”.
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SEC. 306. CERTAIN STATE AFFILIATION LAWS
PREEMPTED FOR INSURANCE COM-
PANIES AND AFFILIATES.

Except as provided in section 104(c)(2), no
State may, by law, regulation, order, interpreta-
tion, or otherwise—

(1) prevent or significantly interfere with the
ability of any insurer, or any affiliate of an in-
surer (whether such affiliate is organized as a
stock company, mutual holding company, or
otherwise), to become a financial holding com-
pany or to acquire control of a depository insti-
tution;

(2) limit the amount of an insurer’s assets that
may be invested in the voting securities of a de-
pository institution (or any company which con-
trols such institution), except that the laws of
an insurer’s State of domicile may limit the
amount of such investment to an amount that is
not less than 5 percent of the insurer’s admitted
assets; or

(3) prevent, significantly interfere with, or
have the authority to review, approve, or dis-
approve a plan of reorganization by which an
insurer proposes to reorganize from mutual form
to become a stock insurer (whether as a direct or
indirect subsidiary of a mutual holding com-
pany or otherwise) unless such State is the State
of domicile of the insurer.

SEC. 307. INTERAGENCY CONSULTATION.

(a) PURPOSE.—It is the intention of the Con-
gress that the Board of Governors of the Federal
Reserve System, as the umbrella supervisor for
financial holding companies, and the State in-
surance regulators, as the functional regulators
of companies engaged in insurance activities,
coordinate efforts to supervise companies that
control both a depository institution and a com-
pany engaged in insurance activities regulated
under State law. In particular, Congress be-
lieves that the Board and the State insurance
regulators should share, on a confidential basis,
information relevant to the supervision of com-
panies that control both a depository institution
and a company engaged in insurance activities,
including information regarding the financial
health of the consolidated organization and in-
formation regarding transactions and relation-
ships between insurance companies and affili-
ated depository institutions. The appropriate
Federal banking agencies for depository institu-
tions should also share, on a confidential basis,
information with the relevant State insurance
regulators regarding transactions and relation-
ships between depository institutions and affili-
ated companies engaged in insurance activities.
The purpose of this section is to encourage this
coordination and confidential sharing of infor-
mation, and to thereby improve both the effi-
ciency and the quality of the supervision of fi-
nancial holding companies and their affiliated
depository institutions and companies engaged
in insurance activities.

(b) EXAMINATION RESULTS AND OTHER INFOR-
MATION.—

(1) INFORMATION OF THE BOARD.—Upon the
request of the appropriate insurance regulator
of any State, the Board may provide any infor-
mation of the Board regarding the financial
condition, risk management policies, and oper-
ations of any financial holding company that
controls a company that is engaged in insurance
activities and is regulated by such State insur-
ance regulator, and regarding any transaction
or relationship between such an insurance com-
pany and any affiliated depository institution.
The Board may provide any other information
to the appropriate State insurance regulator
that the Board believes is necessary or appro-
priate to permit the State insurance regulator to
administer and enforce applicable State insur-
ance laws.

(2) BANKING AGENCY INFORMATION.—Upon the
request of the appropriate insurance regulator
of any State, the appropriate Federal banking
agency may provide any information of the
agency regarding any transaction or relation-
ship between a depository institution supervised
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by such Federal banking agency and any affili-
ated company that is engaged in insurance ac-
tivities regulated by such State insurance regu-
lator. The appropriate Federal banking agency
may provide any other information to the ap-
propriate State insurance regulator that the
agency believes is necessary or appropriate to
permit the State insurance regulator to admin-

ister and enforce applicable State insurance
laws.
(3) STATE INSURANCE REGULATOR INFORMA-

TION.—Upon the request of the Board or the ap-
propriate Federal banking agency, a State in-
surance regulator may provide any examination
or other reports, records, or other information to
which such insurance regulator may have ac-
cess with respect to a company which—

(A) is engaged in insurance activities and reg-
ulated by such insurance regulator; and

(B) is an affiliate of a depository institution
or financial holding company.

(c) CONSULTATION.—Before making any deter-
mination relating to the initial affiliation of, or
the continuing affiliation of, a depository insti-
tution or financial holding company with a
company engaged in insurance activities, the
appropriate Federal banking agency shall con-
sult with the appropriate State insurance regu-
lator of such company and take the views of
such insurance regulator into account in mak-
ing such determination.

(d) EFFECT ON OTHER AUTHORITY.—Nothing
in this section shall limit in any respect the au-
thority of the appropriate Federal banking
agency with respect to a depository institution
or bank holding company or any affiliate there-
of under any provision of law.

(e) CONFIDENTIALITY AND PRIVILEGE.—

(1) CONFIDENTIALITY.—The appropriate Fed-
eral banking agency shall not provide any in-
formation or material that is entitled to con-
fidential treatment under applicable Federal
banking agency regulations, or other applicable
law, to a State insurance regulator unless such
regulator agrees to maintain the information or
material in confidence and to take all reason-
able steps to oppose any effort to secure disclo-
sure of the information or material by the regu-
lator. The appropriate Federal banking agency
shall treat as confidential any information or
material obtained from a State insurance regu-
lator that is entitled to confidential treatment
under applicable State regulations, or other ap-
plicable law, and take all reasonable steps to
oppose any effort to secure disclosure of the in-
formation or material by the Federal banking
agency.

(2) PRIVILEGE.—The provision pursuant to
this section of information or material by a Fed-
eral banking agency or State insurance regu-
lator shall not constitute a waiver of, or other-
wise affect, any privilege to which the informa-
tion or material is otherwise subject.

(f) DEFINITIONS.—For purposes of this section,
the following definitions shall apply:

(1) APPROPRIATE FEDERAL BANKING AGENCY;
DEPOSITORY INSTITUTION.—The terms ‘‘appro-
priate Federal banking agency’” and ‘‘deposi-
tory institution” have the same meanings as in
section 3 of the Federal Deposit Insurance Act.

(2) BOARD AND FINANCIAL HOLDING COM-
PANY.—The terms ““Board’ and ‘‘financial hold-
ing company’ have the same meanings as in
section 2 of the Bank Holding Company Act of
1956.

SEC. 308. DEFINITION OF STATE.

For purposes of this subtitle, the term ‘‘State”’
means any State of the United States, the Dis-
trict of Columbia, any territory of the United
States, Puerto Rico, Guam, American Samoa,
the Trust Territory of the Pacific Islands, the
Virgin Islands, and the Northern Mariana Is-
lands.

Subtitle B—Redomestication of Mutual
Insurers
SEC. 311. GENERAL APPLICATION.

This subtitle shall only apply to a mutual in-

surance company in a State which has not en-
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acted a law which expressly establishes reason-

able terms and conditions for a mutual insur-

ance company domiciled in such State to reorga-

nize into a mutual holding company.

SEC. 312. REDOMESTICATION OF MUTUAL INSUR-
ERS.

(a) REDOMESTICATION.—A mutual insurer or-
ganized under the laws of any State may trans-
fer its domicile to a transferee domicile as a step
in a reorganization in which, pursuant to the
laws of the transferee domicile and consistent
with the standards in subsection (f), the mutual
insurer becomes a stock insurer that is a direct
or indirect subsidiary of a mutual holding com-
pany.

(b) RESULTING DoMiICILE.—Upon complying
with the applicable law of the transferee domi-
cile governing transfers of domicile and comple-
tion of a transfer pursuant to this section, the
mutual insurer shall cease to be a domestic in-
surer in the transferor domicile and, as a con-
tinuation of its corporate existence, shall be a
domestic insurer of the transferee domicile.

(c) LICENSES PRESERVED.—The certificate of
authority, agents’ appointments and licenses,
rates, approvals and other items that a licensed
State allows and that are in existence imme-
diately prior to the date that a redomesticating
insurer transfers its domicile pursuant to this
subtitle shall continue in full force and effect
upon transfer, if the insurer remains duly quali-
fied to transact the business of insurance in
such licensed State.

(d) EFFECTIVENESS OF OUTSTANDING POLICIES
AND CONTRACTS.—

(1) IN GENERAL.—AIl outstanding insurance
policies and annuities contracts of a redomes-
ticating insurer shall remain in full force and
effect and need not be endorsed as to the new
domicile of the insurer, unless so ordered by the
State insurance regulator of a licensed State,
and then only in the case of outstanding poli-
cies and contracts whose owners reside in such
licensed State.

(2) FORMS.—

(A) Applicable State law may require a re-
domesticating insurer to file new policy forms
with the State insurance regulator of a licensed
State on or before the effective date of the trans-
fer.

(B) Notwithstanding subparagraph (A), a re-
domesticating insurer may use existing policy
forms with appropriate endorsements to reflect
the new domicile of the redomesticating insurer
until the new policy forms are approved for use
by the State insurance regulator of such li-
censed State.

(e) NoTICE.—A redomesticating insurer shall
give notice of the proposed transfer to the State
insurance regulator of each licensed State and
shall file promptly any resulting amendments to
corporate documents required to be filed by a
foreign licensed mutual insurer with the insur-
ance regulator of each such licensed State.

(f) PROCEDURAL REQUIREMENTS.—No mutual
insurer may redomesticate to another State and
reorganize into a mutual holding company pur-
suant to this section unless the State insurance
regulator of the transferee domicile determines
that the plan of reorganization of the insurer
includes the following requirements:

(1) APPROVAL BY BOARD OF DIRECTORS AND
POLICYHOLDERS.—The reorganization is ap-
proved by at least a majority of the board of di-
rectors of the mutual insurer and at least a ma-
jority of the policyholders who vote after notice,
disclosure of the reorganization and the effects
of the transaction on policyholder contractual
rights, and reasonable opportunity to vote, in
accordance with such notice, disclosure, and
voting procedures as are approved by the State
insurance regulator of the transferee domicile.

(2) CONTINUED VOTING CONTROL BY POLICY-
HOLDERS; REVIEW OF PUBLIC STOCK OFFERING.—
After the consummation of a reorganization, the
policyholders of the reorganized insurer shall
have the same voting rights with respect to the
mutual holding company as they had before the
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reorganization with respect to the mutual in-
surer. With respect to an initial public offering
of stock, the offering shall be conducted in com-
pliance with applicable securities laws and in a
manner approved by the State insurance regu-
lator of the transferee domicile.

(3) AWARD OF STOCK OR GRANT OF OPTIONS TO
OFFICERS AND DIRECTORS.—During the applica-
ble period provided for under the State law of
the transferee domicile following completion of
an initial public offering, or for a period of six
months if no such applicable period is provided,
neither a stock holding company nor the con-
verted insurer shall award any stock options or
stock grants to persons who are elected officers
or directors of the mutual holding company, the
stock holding company, or the converted in-
surer, except with respect to any such awards or
options to which a person is entitled as a policy-
holder and as approved by the State insurance
regulator of the transferee domicile.

(4) POLICYHOLDER RIGHTS.—Upon reorganiza-
tion into a mutual holding company, the con-
tractual rights of the policyholders are pre-
served.

(5) FAIR AND EQUITABLE TREATMENT OF POL-
ICYHOLDERS.—The reorganization is approved as
fair and equitable to the policyholders by the in-
surance regulator of the transferee domicile.
SEC. 313. EFFECT ON STATE LAWS RESTRICTING

REDOMESTICATION.

(a) IN GENERAL.—Unless otherwise permitted
by this subtitle, State laws of any transferor
domicile that conflict with the purposes and in-
tent of this subtitle are preempted, including but
not limited to—

(1) any law that has the purpose or effect of
impeding the activities of, taking any action
against, or applying any provision of law or
regulation to, any insurer or an affiliate of such
insurer because that insurer or any affiliate
plans to redomesticate, or has redomesticated,
pursuant to this subtitle;

(2) any law that has the purpose or effect of
impeding the activities of, taking action against,
or applying any provision of law or regulation
to, any insured or any insurance licensee or
other intermediary because such person has pro-
cured insurance from or placed insurance with
any insurer or affiliate of such insurer that
plans to redomesticate, or has redomesticated,
pursuant to this subtitle, but only to the extent
that such law would treat such insured licensee
or other intermediary differently than if the per-
son procured insurance from, or placed insur-
ance with, an insured licensee or other inter-
mediary which had not redomesticated; and

(3) any law that has the purpose or effect of
terminating, because of the redomestication of a
mutual insurer pursuant to this subtitle, any
certificate of authority, agent appointment or li-
cense, rate approval, or other approval, of any
State insurance regulator or other State author-
ity in existence immediately prior to the re-
domestication in any State other than the trans-
feree domicile.

(b) DIFFERENTIAL TREATMENT PROHIBITED.—
No State law, regulation, interpretation, or
functional equivalent thereof, of a State other
than a transferee domicile may treat a redomes-
ticating or redomesticated insurer or any affil-
iate thereof any differently than an insurer op-
erating in that State that is not a redomes-
ticating or redomesticated insurer.

(c) LAWS PROHIBITING OPERATIONS.—If any li-
censed State fails to issue, delays the issuance
of, or seeks to revoke an original or renewal cer-
tificate of authority of a redomesticated insurer
promptly following redomestication, except on
grounds and in a manner consistent with its
past practices regarding the issuance of certifi-
cates of authority to foreign insurers that are
not redomesticating, then the redomesticating
insurer shall be exempt from any State law of
the licensed State to the extent that such State
law or the operation of such State law would
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make unlawful, or regulate, directly or indi-
rectly, the operation of the redomesticated in-
surer, except that such licensed State may re-
quire the redomesticated insurer to—

(1) comply with the unfair claim settlement
practices law of the licensed State;

(2) pay, on a nondiscriminatory basis, appli-
cable premium and other taxes which are levied
on licensed insurers or policyholders under the
laws of the licensed State;

(3) register with and designate the State in-
surance regulator as its agent solely for the pur-
pose of receiving service of legal documents or
process;

(4) submit to an examination by the State in-
surance regulator in any licensed State in which
the redomesticated insurer is doing business to
determine the insurer’s financial condition, if—

(A) the State insurance regulator of the trans-
feree domicile has not begun an examination of
the redomesticated insurer and has not sched-
uled such an examination to begin before the
end of the l-year period beginning on the date
of the redomestication; and

(B) any such examination is coordinated to
avoid unjustified duplication and repetition;

(5) comply with a lawful order issued in—

(A) a delinquency proceeding commenced by
the State insurance regulator of any licensed
State if there has been a judicial finding of fi-
nancial impairment under paragraph (7); or

(B) a voluntary dissolution proceeding;

(6) comply with any State law regarding de-
ceptive, false, or fraudulent acts or practices,
except that if the licensed State seeks an injunc-
tion regarding the conduct described in this
paragraph, such injunction must be obtained
from a court of competent jurisdiction as pro-
vided in section 314(a);

(7) comply with an injunction issued by a
court of competent jurisdiction, upon a petition
by the State insurance regulator alleging that
the redomesticating insurer is in hazardous fi-
nancial condition or is financially impaired;

(8) participate in any insurance insolvency
guaranty association on the same basis as any
other insurer licensed in the licensed State; and

(9) require a person acting, or offering to act,
as an insurance licensee for a redomesticated in-
surer in the licensed State to obtain a license
from that State, except that such State may not
impose any qualification or requirement that
discriminates against a nonresident insurance
licensee.

SEC. 314. OTHER PROVISIONS.

(a) JupIciIAL  REVIEW.—The appropriate
United States district court shall have exclusive
jurisdiction over litigation arising under this
section involving any redomesticating or re-
domesticated insurer.

(b) SEVERABILITY.—If any provision of this
section, or the application thereof to any person
or circumstances, is held invalid, the remainder
of the section, and the application of such pro-
vision to other persons or circumstances, shall
not be affected thereby.

SEC. 315. DEFINITIONS.

For purposes of this subtitle, the following
definitions shall apply:

(1) COURT OF COMPETENT JURISDICTION.—The
term “‘court of competent jurisdiction’ means a
court authorized pursuant to section 314(a) to
adjudicate litigation arising under this subtitle.

(2) DOMICILE.—The term ‘‘domicile’ means
the State in which an insurer is incorporated,
chartered, or organized.

(3) INSURANCE LICENSEE.—The term ‘‘insur-
ance licensee’” means any person holding a li-
cense under State law to act as insurance agent,
subagent, broker, or consultant.

(4) INSTITUTION.—The term “‘institution”
means a corporation, joint stock company, lim-
ited liability company, limited liability partner-

ship, association, trust, partnership, or any
similar entity.
(5) LICENSED STATE.—The term “‘licensed

State’”” means any State, the District of Colum-
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bia, any territory of the United States, Puerto
Rico, Guam, American Samoa, the Trust Terri-
tory of the Pacific Islands, the Virgin Islands,
and the Northern Mariana Islands in which the
redomesticating insurer has a certificate of au-
thority in effect immediately prior to the re-
domestication.

(6) MUTUAL INSURER.—The term “‘mutual in-
surer’” means a mutual insurer organized under
the laws of any State.

(7) PERSON.—The term “‘person’’ means an in-
dividual, institution, government or govern-
mental agency, State or political subdivision of
a State, public corporation, board, association,
estate, trustee, or fiduciary, or other similar en-
tity.

(8) POLICYHOLDER.—The term ‘‘policyholder’”
means the owner of a policy issued by a mutual
insurer, except that, with respect to voting
rights, the term means a member of a mutual in-
surer or mutual holding company granted the
right to vote, as determined under applicable
State law.

(9) REDOMESTICATED INSURER.—The term “‘re-
domesticated insurer’”” means a mutual insurer
that has redomesticated pursuant to this sub-
title.

(10) REDOMESTICATING INSURER.—The term
“‘redomesticating insurer’” means a mutual in-
surer that is redomesticating pursuant to this
subtitle.

(11) REDOMESTICATION OR TRANSFER.—The
term “‘redomestication’’ or ‘‘transfer’” means the
transfer of the domicile of a mutual insurer from
one State to another State pursuant to this sub-
title.

(12) STATE INSURANCE REGULATOR.—The term
‘“‘State insurance regulator’” means the principal
insurance regulatory authority of a State, the
District of Columbia, any territory of the United
States, Puerto Rico, Guam, American Samoa,
the Trust Territory of the Pacific Islands, the
Virgin Islands, and the Northern Mariana Is-
lands.

(13) STATE LAW.—The term ‘‘State law’’ means
the statutes of any State, the District of Colum-
bia, any territory of the United States, Puerto
Rico, Guam, American Samoa, the Trust Terri-
tory of the Pacific Islands, the Virgin Islands,
and the Northern Mariana Islands and any reg-
ulation, order, or requirement prescribed pursu-
ant to any such statute.

(14) TRANSFEREE DOMICILE.—The term ‘‘trans-
feree domicile’” means the State to which a mu-
tual insurer is redomesticating pursuant to this
subtitle.

(15) TRANSFEROR DOMICILE.—The term *‘trans-
feror domicile”” means the State from which a
mutual insurer is redomesticating pursuant to
this subtitle.

SEC. 316. EFFECTIVE DATE.

This subtitle shall take effect on the date of

the enactment of this Act.

Subtitle C—National Association of
Registered Agents and Brokers
SEC. 321. STATE FLEXIBILITY IN MULTISTATE LI-
CENSING REFORMS.

(a) IN GENERAL.—The provisions of this sub-
title shall take effect unless, not later than 3
years after the date of the enactment of this
Act, at least a majority of the States—

(1) have enacted uniform laws and regulations
governing the licensure of individuals and enti-
ties authorized to sell and solicit the purchase of
insurance within the State; or

(2) have enacted reciprocity laws and regula-
tions governing the licensure of nonresident in-
dividuals and entities authorized to sell and so-
licit insurance within those States.

(b) UNIFORMITY REQUIRED.—States shall be
deemed to have established the uniformity nec-
essary to satisfy subsection (a)(1) if the States—

(1) establish uniform criteria regarding the in-
tegrity, personal qualifications, education,
training, and experience of licensed insurance
producers, including the qualification and
training of sales personnel in ascertaining the
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appropriateness of a particular insurance prod-
uct for a prospective customer;

(2) establish uniform continuing education re-
quirements for licensed insurance producers;

(3) establish uniform ethics course require-
ments for licensed insurance producers in con-
junction with the continuing education require-
ments under paragraph (2);

(4) establish uniform criteria to ensure that an
insurance product, including any annuity con-
tract, sold to a consumer is suitable and appro-
priate for the consumer based on financial in-
formation disclosed by the consumer; and

(5) do not impose any requirement upon any
insurance producer to be licensed or otherwise
qualified to do business as a nonresident that
has the effect of limiting or conditioning that
producer’s activities because of its residence or
place of operations, except that counter-signa-
ture requirements imposed on nonresident pro-
ducers shall not be deemed to have the effect of
limiting or conditioning a producer’s activities
because of its residence or place of operations
under this section.

(c) RECIPROCITY REQUIRED.—States shall be
deemed to have established the reciprocity re-
quired to satisfy subsection (a)(2) if the fol-
lowing conditions are met:

(1) ADMINISTRATIVE LICENSING PROCEDURES.—
At least a majority of the States permit a pro-
ducer that has a resident license for selling or
soliciting the purchase of insurance in its home
State to receive a license to sell or solicit the
purchase of insurance in such majority of States
as a nonresident to the same extent that such
producer is permitted to sell or solicit the pur-
chase of insurance in its State, if the producer’s
home State also awards such licenses on such a
reciprocal basis, without satisfying any addi-
tional requirements other than submitting—

(A) a request for licensure;

(B) the application for licensure that the pro-
ducer submitted to its home State;

(C) proof that the producer is licensed and in
good standing in its home State; and

(D) the payment of any requisite fee to the ap-
propriate authority.

(2) CONTINUING EDUCATION REQUIREMENTS.—A
majority of the States accept an insurance pro-
ducer’s satisfaction of its home State’s con-
tinuing education requirements for licensed in-
surance producers to satisfy the States’ own
continuing education requirements if the pro-
ducer’s home State also recognizes the satisfac-
tion of continuing education requirements on
such a reciprocal basis.

(3) NO LIMITING NONRESIDENT REQUIRE-
MENTS.—A majority of the States do not impose
any requirement upon any insurance producer
to be licensed or otherwise qualified to do busi-
ness as a nonresident that has the effect of lim-
iting or conditioning that producer’s activities
because of its residence or place of operations,
except that countersignature requirements im-
posed on nonresident producers shall not be
deemed to have the effect of limiting or condi-
tioning a producer’s activities because of its res-
idence or place of operations under this section.

(4) RECIPROCAL RECIPROCITY.—Each of the
States that satisfies paragraphs (1), (2), and (3)
grants reciprocity to residents of all of the other
States that satisfy such paragraphs.

(d) DETERMINATION.—

(1) NAIC DETERMINATION.—AL the end of the
3-year period beginning on the date of the en-
actment of this Act, the National Association of
Insurance Commissioners (hereafter in this sub-
title referred to as the ’NAIC’’) shall determine,
in consultation with the insurance commis-
sioners or chief insurance regulatory officials of
the States, whether the uniformity or reciprocity
required by subsections (b) and (c) has been
achieved.

(2) JuDICIAL REVIEW.—The appropriate United
States district court shall have exclusive juris-
diction over any challenge to the NAIC’s deter-
mination under this section and such court shall
apply the standards set forth in section 706 of
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title 5, United States Code, when reviewing any
such challenge.

(e) CONTINUED APPLICATION.—If, at any time,
the uniformity or reciprocity required by sub-
sections (b) and (c) no longer exists, the provi-
sions of this subtitle shall take effect 2 years
after the date on which such uniformity or reci-
procity ceases to exist, unless the uniformity or
reciprocity required by those provisions is satis-
fied before the expiration of that 2-year period.

(f) SAVINGS PROVISION.—No provision of this
section shall be construed as requiring that any
law, regulation, provision, or action of any
State which purports to regulate insurance pro-
ducers, including any such law, regulation, pro-
vision, or action which purports to regulate un-
fair trade practices or establish consumer pro-
tections, including countersignature laws, be al-
tered or amended in order to satisfy the uni-
formity or reciprocity required by subsections (b)
and (c), unless any such law, regulation, provi-
sion, or action is inconsistent with a specific re-
quirement of any such subsection and then only
to the extent of such inconsistency.

(g) UNIFORM LICENSING.—Nothing in this sec-
tion shall be construed to require any State to
adopt new or additional licensing requirements
to achieve the uniformity necessary to satisfy
subsection (a)(1).

SEC. 322. NATIONAL ASSOCIATION OF REG-
ISTERED AGENTS AND BROKERS.

(a) ESTABLISHMENT.—There is established the
National Association of Registered Agents and
Brokers (hereafter in this subtitle referred to as
the ““Association”).

(b) STATUS.—The Association shall—

(1) be a nonprofit corporation;

(2) have succession until dissolved by an Act
of Congress;

(3) not be an agent or instrumentality of the
United States Government; and

(4) except as otherwise provided in this Act, be
subject to, and have all the powers conferred
upon a nonprofit corporation by the District of
Columbia Nonprofit Corporation Act (D.C.
Code, sec. 29y-1001 et seq.).

SEC. 323. PURPOSE.

The purpose of the Association shall be to pro-
vide a mechanism through which uniform li-
censing, appointment, continuing education,
and other insurance producer sales qualification
requirements and conditions can be adopted and
applied on a multistate basis, while preserving
the right of States to license, supervise, and dis-
cipline insurance producers and to prescribe and
enforce laws and regulations with regard to in-
surance-related consumer protection and unfair
trade practices.

SEC. 324. RELATIONSHIP TO THE FEDERAL GOV-
ERNMENT.

The Association shall be subject to the super-
vision and oversight of the NAIC.
SEC. 325. MEMBERSHIP.

(a) ELIGIBILITY.—

(1) IN GENERAL.—AnNY State-licensed insurance
producer shall be eligible to become a member in
the Association.

(2) INELIGIBILITY FOR SUSPENSION OR REVOCA-
TION OF LICENSE.—Notwithstanding paragraph
(1), a State-licensed insurance producer shall
not be eligible to become a member if a State in-
surance regulator has suspended or revoked
such producer’s license in that State during the
3-year period preceding the date on which such
producer applies for membership.

(3) RESUMPTION OF ELIGIBILITY.—Paragraph
(2) shall cease to apply to any insurance pro-
ducer if—

(A) the State insurance regulator renews the
license of such producer in the State in which
the license was suspended or revoked; or

(B) the suspension or revocation is subse-
quently overturned.

(b) AUTHORITY TO ESTABLISH MEMBERSHIP
CRITERIA.—The Association shall have the au-
thority to establish membership criteria that—

(1) bear a reasonable relationship to the pur-
poses for which the Association was established;
and
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(2) do not unfairly limit the access of smaller
agencies to the Association membership.

(c) ESTABLISHMENT OF CLASSES AND CAT-
EGORIES.—

(1) CLASSES OF MEMBERSHIP.—The Association
may establish separate classes of membership,
with separate criteria, if the Association reason-
ably determines that performance of different
duties requires different levels of education,
training, or experience.

(2) CATEGORIES.—The Association may estab-
lish separate categories of membership for indi-
viduals and for other persons. The establish-
ment of any such categories of membership shall
be based either on the types of licensing cat-
egories that exist under State laws or on the ag-
gregate amount of business handled by an in-
surance producer. No special categories of mem-
bership, and no distinct membership criteria,
shall be established for members which are de-
pository institutions or for their employees,
agents, or affiliates.

(d) MEMBERSHIP CRITERIA.—

(1) IN GENERAL.—The Association may estab-
lish criteria for membership which shall include
standards for integrity, personal qualifications,
education, training, and experience.

(2) MINIMUM STANDARD.—In establishing cri-
teria under paragraph (1), the Association shall
consider the highest levels of insurance pro-
ducer qualifications established under the li-
censing laws of the States.

(e) EFFECT OF MEMBERSHIP.—Membership in
the Association shall entitle the member to licen-
sure in each State for which the member pays
the requisite fees, including licensing fees and,
where applicable, bonding requirements, set by
such State.

(f) ANNUAL RENEWAL.—Membership in the As-
sociation shall be renewed on an annual basis.

(g) CONTINUING EDUCATION.—The Association
shall establish, as a condition of membership,
continuing education requirements which shall
be comparable to or greater than the continuing
education requirements under the licensing laws
of a majority of the States.

(h) SUSPENSION AND REVOCATION.—The Asso-
ciation may—

(1) inspect and examine the records and of-
fices of the members of the Association to deter-
mine compliance with the criteria for member-
ship established by the Association; and

(2) suspend or revoke the membership of an
insurance producer if—

(A) the producer fails to meet the applicable
membership criteria of the Association; or

(B) the producer has been subject to discipli-
nary action pursuant to a final adjudicatory
proceeding under the jurisdiction of a State in-
surance regulator, and the Association con-
cludes that retention of membership in the Asso-
ciation would not be in the public interest.

(i) OFFICE OF CONSUMER COMPLAINTS.—

(1) IN GENERAL.—The Association shall estab-
lish an office of consumer complaints that
shall—

(A) receive and investigate complaints from
both consumers and State insurance regulators
related to members of the Association; and

(B) recommend to the Association any discipli-
nary actions that the office considers appro-
priate, to the extent that any such recommenda-
tion is not inconsistent with State law.

(2) RECORDS AND REFERRALS.—The office of
consumer complaints of the Association shall—

(A) maintain records of all complaints re-
ceived in accordance with paragraph (1) and
make such records available to the NAIC and to
each State insurance regulator for the State of
residence of the consumer who filed the com-
plaint; and

(B) refer, when appropriate, any such com-
plaint to any appropriate State insurance regu-
lator.

(3) TELEPHONE AND OTHER ACCESS.—The office
of consumer complaints shall maintain a toll-
free telephone number for the purpose of this
subsection and, as practicable, other alternative
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means of communication with consumers, such
as an Internet home page.
SEC. 326. BOARD OF DIRECTORS.

(a) ESTABLISHMENT.—There is established the
board of directors of the Association (hereafter
in this subtitle referred to as the ‘““Board’’) for
the purpose of governing and supervising the
activities of the Association and the members of
the Association.

(b) Powers.—The Board shall have such pow-
ers and authority as may be specified in the by-
laws of the Association.

(c) COMPOSITION.—

(1) MEMBERS.—The Board shall be composed
of 7 members appointed by the NAIC.

(2) REQUIREMENT.—At least 4 of the members
of the Board shall each have significant experi-
ence with the regulation of commercial lines of
insurance in at least 1 of the 20 States in which
the greatest total dollar amount of commercial-
lines insurance is placed in the United States.

(3) INITIAL BOARD MEMBERSHIP.—

(A) IN GENERAL.—If, by the end of the 2-year
period beginning on the date of the enactment
of this Act, the NAIC has not appointed the ini-
tial 7 members of the Board of the Association,
the initial Board shall consist of the 7 State in-
surance regulators of the 7 States with the
greatest total dollar amount of commercial-lines
insurance in place as of the end of such period.

(B) ALTERNATE COMPOSITION.—If any of the
State insurance regulators described in subpara-
graph (A) declines to serve on the Board, the
State insurance regulator with the next greatest
total dollar amount of commercial-lines insur-
ance in place, as determined by the NAIC as of
the end of such period, shall serve as a member
of the Board.

(C) INOPERABILITY.—If fewer than 7 State in-
surance regulators accept appointment to the
Board, the Association shall be established
without NAIC oversight pursuant to section 332.

(d) TERMS.—The term of each director shall,
after the initial appointment of the members of
the Board, be for 3 years, with one-third of the
directors to be appointed each year.

(e) BOARD VACANCIES.—A vacancy on the
Board shall be filled in the same manner as the
original appointment of the initial Board for the
remainder of the term of the vacating member.

(f) MEETINGS.—The Board shall meet at the
call of the chairperson, or as otherwise provided
by the bylaws of the Association.

SEC. 327. OFFICERS.

(a) IN GENERAL.—

(1) PosITioNs.—The officers of the Association
shall consist of a chairperson and a vice chair-
person of the Board, a president, secretary, and
treasurer of the Association, and such other of-
ficers and assistant officers as may be deemed
necessary.

(2) MANNER OF SELECTION.—Each officer of
the Board and the Association shall be elected
or appointed at such time and in such manner
and for such terms not exceeding 3 years as may
be prescribed in the bylaws of the Association.

(b) CRITERIA FOR CHAIRPERSON.—Only indi-
viduals who are members of the NAIC shall be
eligible to serve as the chairperson of the board
of directors.

SEC. 328. BYLAWS, RULES, AND DISCIPLINARY AC-
TION.

(a) ADOPTION AND AMENDMENT OF BYLAWS.—

(1) CoPY REQUIRED TO BE FILED WITH THE
NAIC.—The board of directors of the Association
shall file with the NAIC a copy of the proposed
bylaws or any proposed amendment to the by-
laws, accompanied by a concise general state-
ment of the basis and purpose of such proposal.

(2) EFFECTIVE DATE.—Except as provided in
paragraph (3), any proposed bylaw or proposed
amendment shall take effect—

(A) 30 days after the date of the filing of a
copy with the NAIC;

(B) upon such later date as the Association
may designate; or

(C) upon such earlier date as the NAIC may
determine.
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(3) DISAPPROVAL BY THE NAIC.—Notwith-
standing paragraph (2), a proposed bylaw or
amendment shall not take effect if, after public
notice and opportunity to participate in a public
hearing—

(A) the NAIC disapproves such proposal as
being contrary to the public interest or contrary
to the purposes of this subtitle and provides no-
tice to the Association setting forth the reasons
for such disapproval; or

(B) the NAIC finds that such proposal in-
volves a matter of such significant public inter-
est that public comment should be obtained, in
which case it may, after notifying the Associa-
tion in writing of such finding, require that the
procedures set forth in subsection (b) be fol-
lowed with respect to such proposal, in the same
manner as if such proposed bylaw change were
a proposed rule change within the meaning of
such subsection.

(b) ADOPTION AND AMENDMENT OF RULES.—

(1) FILING PROPOSED REGULATIONS WITH THE
NAIC.—

(A) IN GENERAL.—The board of directors of the
Association shall file with the NAIC a copy of
any proposed rule or any proposed amendment
to a rule of the Association which shall be ac-
companied by a concise general statement of the
basis and purpose of such proposal.

(B) OTHER RULES AND AMENDMENTS INEFFEC-
TIVE.—No proposed rule or amendment shall
take effect unless approved by the NAIC or oth-
erwise permitted in accordance with this para-
graph.

(2) INITIAL CONSIDERATION BY THE NAIC.—Not
later than 35 days after the date of publication
of notice of filing of a proposal, or before the
end of such longer period not to exceed 90 days
as the NAIC may designate after such date, if
the NAIC finds such longer period to be appro-
priate and sets forth its reasons for so finding,
or as to which the Association consents, the
NAIC shall—

(A) by order approve such proposed rule or
amendment; or

(B) institute proceedings to determine whether
such proposed rule or amendment should be
modified or disapproved.

(3) NAIC PROCEEDINGS.—

(A) IN GENERAL.—Proceedings instituted by
the NAIC with respect to a proposed rule or
amendment pursuant to paragraph (2) shall—

(i) include notice of the grounds for dis-
approval under consideration;

(ii) provide opportunity for hearing; and

(iii) be concluded not later than 180 days after
the date of the Association’s filing of such pro-
posed rule or amendment.

(B) DISPOSITION OF PROPOSAL.—AL the conclu-
sion of any proceeding under subparagraph (A),
the NAIC shall, by order, approve or disapprove
the proposed rule or amendment.

(C) EXTENSION OF TIME FOR CONSIDERATION.—
The NAIC may extend the time for concluding
any proceeding under subparagraph (A) for—

(i) not more than 60 days if the NAIC finds
good cause for such extension and sets forth its
reasons for so finding; or

(i) such longer period as to which the Asso-
ciation consents.

(4) STANDARDS FOR REVIEW.—

(A) GROUNDS FOR APPROVAL.—The NAIC shall
approve a proposed rule or amendment if the
NAIC finds that the rule or amendment is in the
public interest and is consistent with the pur-
poses of this Act.

(B) APPROVAL BEFORE END OF NOTICE PE-
RIOD.—The NAIC shall not approve any pro-
posed rule before the end of the 30-day period
beginning on the date on which the Association
files proposed rules or amendments in accord-
ance with paragraph (1), unless the NAIC finds
good cause for so doing and sets forth the rea-
sons for so finding.

(5) ALTERNATE PROCEDURE.—

(A) IN GENERAL.—Notwithstanding any provi-
sion of this subsection other than subparagraph
(B), a proposed rule or amendment relating to
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the administration or organization of the Asso-
ciation shall take effect—

(i) upon the date of filing with the NAIC, if
such proposed rule or amendment is designated
by the Association as relating solely to matters
which the NAIC, consistent with the public in-
terest and the purposes of this subsection, deter-
mines by rule do not require the procedures set
forth in this paragraph; or

(ii) upon such date as the NAIC shall for good
cause determine.

(B) ABROGATION BY THE NAIC.—

(i) IN GENERAL.—At any time within 60 days
after the date of filing of any proposed rule or
amendment under subparagraph (A)(i) or clause
(ii) of this subparagraph, the NAIC may repeal
such rule or amendment and require that the
rule or amendment be refiled and reviewed in
accordance with this paragraph, if the NAIC
finds that such action is necessary or appro-
priate in the public interest, for the protection
of insurance producers or policyholders, or oth-
erwise in furtherance of the purposes of this
subtitle.

(i) EFFECT OF RECONSIDERATION BY THE
NAIC.—Any action of the NAIC pursuant to
clause (i) shall—

(I) not affect the validity or force of a rule
change during the period such rule or amend-
ment was in effect; and

(1) not be considered to be a final action.

(c) ACTION REQUIRED BY THE NAIC.—The
NAIC may, in accordance with such rules as the
NAIC determines to be necessary or appropriate
to the public interest or to carry out the pur-
poses of this subtitle, require the Association to
adopt, amend, or repeal any bylaw, rule, or
amendment of the Association, whenever adopt-
ed.

(d) DISCIPLINARY ACTION BY THE ASSOCIA-
TION.—

(1) SPECIFICATION OF CHARGES.—In any pro-
ceeding to determine whether membership shall
be denied, suspended, revoked, or not renewed
(hereafter in this section referred to as a ‘‘dis-
ciplinary action’’), the Association shall bring
specific charges, notify such member of such
charges, give the member an opportunity to de-
fend against the charges, and keep a record.

(2) SUPPORTING STATEMENT.—A determination
to take disciplinary action shall be supported by
a statement setting forth—

(A) any act or practice in which such member
has been found to have been engaged;

(B) the specific provision of this subtitle, the
rules or regulations under this subtitle, or the
rules of the Association which any such act or
practice is deemed to violate; and

(C) the sanction imposed and the reason for
such sanction.

(e) NAIC REVIEW OF DISCIPLINARY ACTION.—

(1) NOTICE TO THE NAIC.—If the Association
orders any disciplinary action, the Association
shall promptly notify the NAIC of such action.

(2) REVIEW BY THE NAIC.—Any disciplinary
action taken by the Association shall be subject
to review by the NAIC—

(A) on the NAIC’s own motion; or

(B) upon application by any person aggrieved
by such action if such application is filed with
the NAIC not more than 30 days after the later
of—

(i) the date the notice was filed with the NAIC
pursuant to paragraph (1); or

(ii) the date the notice of the disciplinary ac-
tion was received by such aggrieved person.

(f) EFFECT OF REVIEW.—The filing of an ap-
plication to the NAIC for review of a discipli-
nary action, or the institution of review by the
NAIC on the NAIC’s own motion, shall not oper-
ate as a stay of disciplinary action unless the
NAIC otherwise orders.

(g) SCOPE OF REVIEW.—

(1) IN GENERAL.—IN any proceeding to review
such action, after notice and the opportunity
for hearing, the NAIC shall—

(A) determine whether the action should be
taken;
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(B) affirm, modify, or rescind the disciplinary
sanction; or

(C) remand to the Association for further pro-
ceedings.

(2) DiISMISSAL OF REVIEW.—The NAIC may dis-
miss a proceeding to review disciplinary action
if the NAIC finds that—

(A) the specific grounds on which the action
is based exist in fact;

(B) the action is in accordance with applica-
ble rules and regulations; and

(C) such rules and regulations are, and were,
applied in a manner consistent with the pur-
poses of this subtitle.

SEC. 329. ASSESSMENTS.

(a) INSURANCE PRODUCERS SUBJECT TO ASSESS-
MENT.—The Association may establish such ap-
plication and membership fees as the Associa-
tion finds necessary to cover the costs of its op-
erations, including fees made reimbursable to
the NAIC under subsection (b), except that, in
setting such fees, the Association may not dis-
criminate against smaller insurance producers.

(b) NAIC ASSESSMENTS.—The NAIC may as-
sess the Association for any costs that the NAIC
incurs under this subtitle.

SEC. 330. FUNCTIONS OF THE NAIC.

(a) ADMINISTRATIVE PROCEDURE.—Determina-
tions of the NAIC, for purposes of making rules
pursuant to section 328, shall be made after ap-
propriate notice and opportunity for a hearing
and for submission of views of interested per-
sons.

(b) EXAMINATIONS AND REPORTS.—

(1) EXAMINATIONS.—The NAIC may make such
examinations and inspections of the Association
and require the Association to furnish to the
NAIC such reports and records or copies thereof
as the NAIC may consider necessary or appro-
priate in the public interest or to effectuate the
purposes of this subtitle.

(2) REPORT BY ASSOCIATION.—AS soon as prac-
ticable after the close of each fiscal year, the
Association shall submit to the NAIC a written
report regarding the conduct of its business, and
the exercise of the other rights and powers
granted by this subtitle, during such fiscal year.
Such report shall include financial statements
setting forth the financial position of the Asso-
ciation at the end of such fiscal year and the re-
sults of its operations (including the source and
application of its funds) for such fiscal year.
The NAIC shall transmit such report to the
President and the Congress with such comment
thereon as the NAIC determines to be appro-
priate.

SEC. 331. LIABILITY OF THE ASSOCIATION AND
THE DIRECTORS, OFFICERS, AND EM-
PLOYEES OF THE ASSOCIATION.

(a) IN GENERAL.—The Association shall not be
deemed to be an insurer or insurance producer
within the meaning of any State law, rule, regu-
lation, or order regulating or taxing insurers,
insurance producers, or other entities engaged
in the business of insurance, including provi-
sions imposing premium taxes, regulating in-
surer solvency or financial condition, estab-
lishing guaranty funds and levying assessments,
or requiring claims settlement practices.

(b) LIABILITY OF THE ASSOCIATION, ITs DIREC-
TORS, OFFICERS, AND EMPLOYEES.—Neither the
Association nor any of its directors, officers, or
employees shall have any liability to any person
for any action taken or omitted in good faith
under or in connection with any matter subject
to this subtitle.

SEC. 332. ELIMINATION OF NAIC OVERSIGHT.

(a) IN GENERAL.—The Association shall be es-
tablished without NAIC oversight and the provi-
sions set forth in section 324, subsections (a),
(b), (c), and (e) of section 328, and sections
329(b) and 330 of this subtitle shall cease to be
effective if, at the end of the 2-year period be-
ginning on the date on which the provisions of
this subtitle take effect pursuant to section 321—

(1) at least a majority of the States rep-
resenting at least 50 percent of the total United
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States commercial-lines insurance premiums
have not satisfied the uniformity or reciprocity
requirements of subsections (a), (b), and (c) of
section 321; and

(2) the NAIC has not approved the Associa-
tion’s bylaws as required by section 328 or is un-
able to operate or supervise the Association, or
the Association is not conducting its activities
as required under this Act.

(b) BOARD APPOINTMENTS.—If the repeals re-
quired by subsection (a) are implemented, the
following shall apply:

(1) GENERAL APPOINTMENT POWER.—The Presi-
dent, with the advice and consent of the Senate,
shall appoint the members of the Association’s
Board established under section 326 from lists of
candidates recommended to the President by the
NAIC.

(2) PROCEDURES FOR OBTAINING NAIC APPOINT-
MENT RECOMMENDATIONS.—

(A) INITIAL DETERMINATION AND REC-
OMMENDATIONS.—After the date on which the
provisions of subsection (a) take effect, the
NAIC shall, not later than 60 days thereafter,
provide a list of recommended candidates to the
President. If the NAIC fails to provide a list by
that date, or if any list that is provided does not
include at least 14 recommended candidates or
comply with the requirements of section 326(c),
the President shall, with the advice and consent
of the Senate, make the requisite appointments
without considering the views of the NAIC.

(B) SUBSEQUENT APPOINTMENTS.—After the
initial appointments, the NAIC shall provide a
list of at least six recommended candidates for
the Board to the President by January 15 of
each subsequent year. If the NAIC fails to pro-
vide a list by that date, or if any list that is pro-
vided does not include at least six recommended
candidates or comply with the requirements of
section 326(c), the President, with the advice
and consent of the Senate, shall make the reqg-
uisite appointments without considering the
views of the NAIC.

(C) PRESIDENTIAL OVERSIGHT.—

(i) REMOVAL.—If the President determines
that the Association is not acting in the inter-
ests of the public, the President may remove the
entire existing Board for the remainder of the
term to which the members of the Board were
appointed and appoint, with the advice and
consent of the Senate, new members to fill the
vacancies on the Board for the remainder of
such terms.

(ii) SUSPENSION OF RULES OR ACTIONS.—The
President, or a person designated by the Presi-
dent for such purpose, may suspend the effec-
tiveness of any rule, or prohibit any action, of
the Association which the President or the des-
ignee determines is contrary to the public inter-
est.

(c) ANNUAL REPORT.—As soon as practicable
after the close of each fiscal year, the Associa-
tion shall submit to the President and to the
Congress a written report relative to the conduct
of its business, and the exercise of the other
rights and powers granted by this subtitle, dur-
ing such fiscal year. Such report shall include
financial statements setting forth the financial
position of the Association at the end of such
fiscal year and the results of its operations (in-
cluding the source and application of its funds)
for such fiscal year.

SEC. 333. RELATIONSHIP TO STATE LAW.

(a) PREEMPTION OF STATE LAws.—State laws,
regulations, provisions, or other actions pur-
porting to regulate insurance producers shall be
preempted as provided in subsection (b).

(b) PROHIBITED ACTIONS.—No State shall—

(1) impede the activities of, take any action
against, or apply any provision of law or regu-
lation to, any insurance producer because that
insurance producer or any affiliate plans to be-
come, has applied to become, or is a member of
the Association;

(2) impose any requirement upon a member of
the Association that it pay different fees to be li-
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censed or otherwise qualified to do business in
that State, including bonding requirements,
based on its residency;

(3) impose any licensing, appointment, integ-
rity, personal or corporate qualifications, edu-
cation, training, experience, residency, or con-
tinuing education requirement upon a member
of the Association that is different from the cri-
teria for membership in the Association or re-
newal of such membership, except that counter-
signature requirements imposed on nonresident
producers shall not be deemed to have the effect
of limiting or conditioning a producer’s activi-
ties because of its residence or place of oper-
ations under this section; or

(4) implement the procedures of such State’s
system of licensing or renewing the licenses of
insurance producers in a manner different from
the authority of the Association under section
325.

(c) SAVINGS PROVISION.—Except as provided in
subsections (a) and (b), no provision of this sec-
tion shall be construed as altering or affecting
the continuing effectiveness of any law, regula-
tion, provision, or other action of any State
which purports to regulate insurance producers,
including any such law, regulation, provision,
or action which purports to regulate unfair
trade practices or establish consumer protec-
tions, including countersignature laws.

SEC. 334. COORDINATION WITH OTHER REGU-
LATORS.

(a) COORDINATION WITH STATE INSURANCE
REGULATORS.—The Association shall have the
authority to—

(1) issue uniform insurance producer applica-
tions and renewal applications that may be used
to apply for the issuance or removal of State li-
censes, while preserving the ability of each State
to impose such conditions on the issuance or re-
newal of a license as are consistent with section
333;

(2) establish a central clearinghouse through
which members of the Association may apply for
the issuance or renewal of licenses in multiple
States; and

(3) establish or utilize a national database for
the collection of regulatory information con-
cerning the activities of insurance producers.

(b) COORDINATION WITH THE NATIONAL ASSO-
CIATION OF SECURITIES DEALERS.—The Associa-
tion shall coordinate with the National Associa-
tion of Securities Dealers in order to ease any
administrative burdens that fall on persons that
are members of both associations, consistent
with the purposes of this subtitle and the Fed-
eral securities laws.

SEC. 335. JUDICIAL REVIEW.

(a) JURISDICTION.—The appropriate United
States district court shall have exclusive juris-
diction over litigation involving the Association,
including disputes between the Association and
its members that arise under this subtitle. Suits
brought in State court involving the Association
shall be deemed to have arisen under Federal
law and therefore be subject to jurisdiction in
the appropriate United States district court.

(b) EXHAUSTION OF REMEDIES.—AN aggrieved
person shall be required to exhaust all available
administrative remedies before the Association
and the NAIC before it may seek judicial review
of an Association decision.

(c) STANDARDS OF REVIEW.—The standards set
forth in section 553 of title 5, United States
Code, shall be applied whenever a rule or bylaw
of the Association is under judicial review, and
the standards set forth in section 554 of title 5,
United States Code, shall be applied whenever a
disciplinary action of the Association is judi-
cially reviewed.

SEC. 336. DEFINITIONS.

For purposes of this subtitle, the following
definitions shall apply:

(1) HOME STATE.—The term ‘“home State”
means the State in which the insurance pro-
ducer maintains its principal place of residence
and is licensed to act as an insurance producer.
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(2) INSURANCE.—The term ‘‘insurance’ means
any product, other than title insurance, defined
or regulated as insurance by the appropriate
State insurance regulatory authority.

(3) INSURANCE PRODUCER.—The term *‘‘insur-
ance producer’” means any insurance agent or
broker, surplus lines broker, insurance consult-
ant, limited insurance representative, and any
other person that solicits, negotiates, effects,
procures, delivers, renews, continues or binds
policies of insurance or offers advice, counsel,
opinions or services related to insurance.

(4) STATE.—The term ‘“‘State”” includes any
State, the District of Columbia, any territory of
the United States, Puerto Rico, Guam, American
Samoa, the Trust Territory of the Pacific Is-
lands, the Virgin Islands, and the Northern
Mariana Islands.

(5) STATE LAW.—The term ‘‘State law’ in-
cludes all laws, decisions, rules, regulations, or
other State action having the effect of law, of
any State. A law of the United States applicable
only to the District of Columbia shall be treated
as a State law rather than a law of the United
States.

Subtitle D—Rental Car Agency Insurance

Activities
STANDARD OF REGULATION FOR
MOTOR VEHICLE RENTALS.

(a) PROTECTION AGAINST RETROACTIVE APPLI-
CATION OF REGULATORY AND LEGAL ACTION.—
Except as provided in subsection (b), during the
3-year period beginning on the date of the en-
actment of this Act, it shall be a presumption
that no State law imposes any licensing, ap-
pointment, or education requirements on any
person who solicits the purchase of or sells in-
surance connected with, and incidental to, the
lease or rental of a motor vehicle.

(b) PREEMINENCE OF STATE INSURANCE LAW.—
No provision of this section shall be construed
as altering the validity, interpretation, con-
struction, or effect of—

(1) any State statute;

(2) the prospective application of any court
judgment interpreting or applying any State
statute; or

(3) the prospective application of any final
State regulation, order, bulletin, or other statu-
torily authorized interpretation or action,
which, by its specific terms, expressly regulates
or exempts from regulation any person who so-
licits the purchase of or sells insurance con-
nected with, and incidental to, the short-term
lease or rental of a motor vehicle.

(c) ScoPE OF APPLICATION.—This section shall
apply with respect to—

(1) the lease or rental of a motor vehicle for a
total period of 90 consecutive days or less; and

(2) insurance which is provided in connection
with, and incidentally to, such lease or rental
for a period of consecutive days not exceeding
the lease or rental period.

(d) MOTOR VEHICLE DEFINED.—For purposes
of this section, the term “‘motor vehicle’” has the
same meaning as in section 13102 of title 49,
United States Code.

TITLE IV—UNITARY SAVINGS AND LOAN

HOLDING COMPANIES

SEC. 401. PREVENTION OF CREATION OF NEW
S&L HOLDING COMPANIES WITH
COMMERCIAL AFFILIATES.

(a) IN GENERAL.—Section 10(c) of the Home
Owners’ Loan Act (12 U.S.C. 1467a(c)) is amend-
ed by adding at the end the following new para-
graph:

““(9) PREVENTION OF NEW AFFILIATIONS BE-
TWEEN S&L HOLDING COMPANIES AND COMMER-
CIAL FIRMS.—

“(A) IN GENERAL.—Notwithstanding para-
graph (3), no company may directly or indi-
rectly, including through any merger, consolida-
tion, or other type of business combination, ac-
quire control of a savings association after May
4, 1999, unless the company is engaged, directly
or indirectly (including through a subsidiary
other than a savings association), only in activi-
ties that are permitted—

SEC. 341.
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““(i) under paragraph (1)(C) or (2) of this sub-
section; or

“(ii) for financial holding companies under
section 4(k) of the Bank Holding Company Act
of 1956.

““(B) PREVENTION OF NEW COMMERCIAL AFFILI-
ATIONS.—Notwithstanding paragraph (3), no
savings and loan holding company may engage
directly or indirectly (including through a sub-
sidiary other than a savings association) in any
activity other than as described in clauses (i)
and (ii) of subparagraph (A).

““(C) PRESERVATION OF AUTHORITY OF EXIST-
ING UNITARY S&L HOLDING COMPANIES.—Sub-
paragraphs (A) and (B) do not apply with re-
spect to any company that was a savings and
loan holding company on May 4, 1999, or that
becomes a savings and loan holding company
pursuant to an application pending before the
Office on or before that date, and that—

““(i) meets and continues to meet the require-
ments of paragraph (3); and

““(if) continues to control not fewer than 1
savings association that it controlled on May 4,
1999, or that it acquired pursuant to an applica-
tion pending before the Office on or before that
date, or the successor to such savings associa-
tion.

‘(D) CORPORATE REORGANIZATIONS PER-
MITTED.—This paragraph does not prevent a
transaction that—

““(i) involves solely a company under common
control with a savings and loan holding com-
pany from acquiring, directly or indirectly, con-
trol of the savings and loan holding company or
any savings association that is already a sub-
sidiary of the savings and loan holding com-
pany; or

“(ii) involves solely a merger, consolidation,
or other type of business combination as a result
of which a company under common control with
the savings and loan holding company acquires,
directly or indirectly, control of the savings and
loan holding company or any savings associa-
tion that is already a subsidiary of the savings
and loan holding company.

“(E) AUTHORITY TO PREVENT EVASIONS.—The
Director may issue interpretations, regulations,
or orders that the Director determines necessary
to administer and carry out the purpose and
prevent evasions of this paragraph, including a
determination that, notwithstanding the form of
a transaction, the transaction would in sub-
stance result in a company acquiring control of
a savings association.

““(F) PRESERVATION OF AUTHORITY FOR FAM-
ILY TRUSTS.—Subparagraphs (A) and (B) do not
apply with respect to any trust that becomes a
savings and loan holding company with respect
to a savings association, if—

““(i) not less than 85 percent of the beneficial
ownership interests in the trust are continu-
ously owned, directly or indirectly, by or for the
benefit of members of the same family, or their
spouses, who are lineal descendants of common
ancestors who controlled, directly or indirectly,
such savings association on May 4, 1999, or a
subsequent date, pursuant to an application
pending before the Office on or before May 4,
1999; and

““(ii) at the time at which such trust becomes
a savings and loan holding company, such an-
cestors or lineal descendants, or spouses of such
descendants, have directly or indirectly con-
trolled the savings association continuously
since May 4, 1999, or a subsequent date, pursu-
ant to an application pending before the Office
on or before May 4, 1999.”.

(b) CONFORMING AMENDMENT.—Section
10(0)(5)(E) of the Home Owners’ Loan Act (12
U.S.C. 1467a(0)(5)(E)) is amended by striking **,
except subparagraph (B)’” and inserting ‘‘or
©O) A"

(c) RULE OF CONSTRUCTION FOR CERTAIN AP-
PLICATIONS.—

(1) IN GENERAL.—IN the case of a company
that—

(A) submits an application with the Director
of the Office of Thrift Supervision before the
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date of the enactment of this Act to convert a
State-chartered trust company controlled by
such company on May 4, 1999, to a savings asso-
ciation; and

(B) controlled a subsidiary on May 4, 1999,
that had submitted an application to the Direc-
tor on September 2, 1998;
the company (including any subsidiary con-
trolled by such company as of such date of en-
actment) shall be treated as having filed such
conversion application with the Director before
May 4, 1999, for purposes of section 10(c)(9)(C)
of the Home Owners’ Loan Act (as added by
subsection (a)).

(2) DEFINITIONS.—For purposes of paragraph
(1), the terms ‘‘company’’, ‘‘control”’, ‘“‘savings
association’’, and ‘‘subsidiary’’ have the mean-
ings given those terms in section 10 of the Home
Owners’ Loan Act.

TITLE V—PRIVACY

Subtitle A—Disclosure of Nonpublic Personal
Information
SEC. 501. PROTECTION OF NONPUBLIC PERSONAL
INFORMATION.

(a) PRIVACY OBLIGATION PoLicy.—It is the
policy of the Congress that each financial insti-
tution has an affirmative and continuing obli-
gation to respect the privacy of its customers
and to protect the security and confidentiality
of those customers’ nonpublic personal informa-
tion.

(b) FINANCIAL INSTITUTIONS SAFEGUARDS.—IN
furtherance of the policy in subsection (a), each
agency or authority described in section 505(a)
shall establish appropriate standards for the fi-
nancial institutions subject to their jurisdiction
relating to administrative, technical, and phys-
ical safeguards—

(1) to insure the security and confidentiality
of customer records and information;

(2) to protect against any anticipated threats
or hazards to the security or integrity of such
records; and

(3) to protect against unauthorized access to
or use of such records or information which
could result in substantial harm or inconven-
ience to any customer.

SEC. 502. OBLIGATIONS WITH RESPECT TO DIS-
CLOSURES OF PERSONAL INFORMA-
TION.

(a) NOTICE REQUIREMENTS.—Except as other-
wise provided in this subtitle, a financial insti-
tution may not, directly or through any affil-
iate, disclose to a nonaffiliated third party any
nonpublic personal information, unless such fi-
nancial institution provides or has provided to
the consumer a notice that complies with section
503.

(b) OPT OUT.—

(1) IN GENERAL.—A financial institution may
not disclose nonpublic personal information to a
nonaffiliated third party unless—

(A) such financial institution clearly and con-
spicuously discloses to the consumer, in writing
or in electronic form or other form permitted by
the regulations prescribed under section 504,
that such information may be disclosed to such
third party;

(B) the consumer is given the opportunity, be-
fore the time that such information is initially
disclosed, to direct that such information not be
disclosed to such third party; and

(C) the consumer is given an explanation of
how the consumer can exercise that nondisclo-
sure option.

(2) EXCEPTION.—This subsection shall not pre-
vent a financial institution from providing non-
public personal information to a nonaffiliated
third party to perform services for or functions
on behalf of the financial institution, including
marketing of the financial institution’s own
products or services, or financial products or
services offered pursuant to joint agreements be-
tween two or more financial institutions that
comply with the requirements imposed by the
regulations prescribed under section 504, if the
financial institution fully discloses the pro-

H11281

viding of such information and enters into a
contractual agreement with the third party that
requires the third party to maintain the con-
fidentiality of such information.

(c) LIMITS ON REUSE OF INFORMATION.—EXx-
cept as otherwise provided in this subtitle, a
nonaffiliated third party that receives from a fi-
nancial institution nonpublic personal informa-
tion under this section shall not, directly or
through an affiliate of such receiving third
party, disclose such information to any other
person that is a nonaffiliated third party of
both the financial institution and such receiving
third party, unless such disclosure would be
lawful if made directly to such other person by
the financial institution.

(d) LIMITATIONS ON THE SHARING OF ACCOUNT
NUMBER INFORMATION FOR MARKETING PUR-
poses.—A financial institution shall not dis-
close, other than to a consumer reporting agen-
cy, an account number or similar form of access
number or access code for a credit card account,
deposit account, or transaction account of a
consumer to any nonaffiliated third party for
use in telemarketing, direct mail marketing, or
other marketing through electronic mail to the
consumer.

(e) GENERAL EXCEPTIONS.—Subsections (a)
and (b) shall not prohibit the disclosure of non-
public personal information—

(1) as necessary to effect, administer, or en-
force a transaction requested or authorized by
the consumer, or in connection with—

(A) servicing or processing a financial product
or service requested or authorized by the con-
sumer;

(B) maintaining or servicing the consumer’s
account with the financial institution, or with
another entity as part of a private label credit
card program or other extension of credit on be-
half of such entity; or

(C) a proposed or actual securitization, sec-
ondary market sale (including sales of servicing
rights), or similar transaction related to a trans-
action of the consumer;

(2) with the consent or at the direction of the
consumer;

(3)(A) to protect the confidentiality or security
of the financial institution’s records pertaining
to the consumer, the service or product, or the
transaction therein; (B) to protect against or
prevent actual or potential fraud, unauthorized
transactions, claims, or other liability; (C) for
required institutional risk control, or for resolv-
ing customer disputes or inquiries; (D) to per-
sons holding a legal or beneficial interest relat-
ing to the consumer; or (E) to persons acting in
a fiduciary or representative capacity on behalf
of the consumer;

(4) to provide information to insurance rate
advisory organizations, guaranty funds or
agencies, applicable rating agencies of the fi-
nancial institution, persons assessing the insti-
tution’s compliance with industry standards,
and the institution’s attorneys, accountants,
and auditors;

(5) to the extent specifically permitted or re-
quired under other provisions of law and in ac-
cordance with the Right to Financial Privacy
Act of 1978, to law enforcement agencies (includ-
ing a Federal functional regulator, the Sec-
retary of the Treasury with respect to sub-
chapter Il of chapter 53 of title 31, United States
Code, and chapter 2 of title I of Public Law 91—
508 (12 U.S.C. 1951-1959), a State insurance au-
thority, or the Federal Trade Commission), self-
regulatory organizations, or for an investigation
on a matter related to public safety;

(6)(A) to a consumer reporting agency in ac-
cordance with the Fair Credit Reporting Act, or
(B) from a consumer report reported by a con-
sumer reporting agency;

(7) in connection with a proposed or actual
sale, merger, transfer, or exchange of all or a
portion of a business or operating unit if the
disclosure of nonpublic personal information
concerns solely consumers of such business or
unit; or
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(8) to comply with Federal, State, or local
laws, rules, and other applicable legal require-
ments; to comply with a properly authorized
civil, criminal, or regulatory investigation or
subpoena or summons by Federal, State, or local
authorities; or to respond to judicial process or
government regulatory authorities having juris-
diction over the financial institution for exam-
ination, compliance, or other purposes as au-
thorized by law.

SEC. 503. DISCLOSURE OF INSTITUTION PRIVACY
POLICY.

(a) DISCLOSURE REQUIRED.—At the time of es-
tablishing a customer relationship with a con-
sumer and not less than annually during the
continuation of such relationship, a financial
institution shall provide a clear and con-
spicuous disclosure to such consumer, in writing
or in electronic form or other form permitted by
the regulations prescribed under section 504, of
such financial institution’s policies and prac-
tices with respect to—

(1) disclosing nonpublic personal information
to affiliates and nonaffiliated third parties, con-
sistent with section 502, including the categories
of information that may be disclosed;

(2) disclosing nonpublic personal information
of persons who have ceased to be customers of
the financial institution; and

(3) protecting the nonpublic personal informa-
tion of consumers.

Such disclosures shall be made in accordance
with the regulations prescribed under section
504.

(b) INFORMATION TO BE INCLUDED.—The dis-
closure required by subsection (a) shall
include—

(1) the policies and practices of the institution
with respect to disclosing nonpublic personal in-
formation to nonaffiliated third parties, other
than agents of the institution, consistent with
section 502 of this subtitle, and including—

(A) the categories of persons to whom the in-
formation is or may be disclosed, other than the
persons to whom the information may be pro-
vided pursuant to section 502(e); and

(B) the policies and practices of the institu-
tion with respect to disclosing of nonpublic per-
sonal information of persons who have ceased to
be customers of the financial institution;

(2) the categories of nonpublic personal infor-
mation that are collected by the financial insti-
tution;

(3) the policies that the institution maintains
to protect the confidentiality and security of
nonpublic personal information in accordance
with section 501; and

(4) the disclosures required, if any, under sec-
tion 603(d)(2)(A)(iii) of the Fair Credit Report-
ing Act.

SEC. 504. RULEMAKING.

(a) REGULATORY AUTHORITY.—

(1) RULEMAKING.—The Federal banking agen-
cies, the National Credit Union Administration,
the Secretary of the Treasury, the Securities
and Exchange Commission, and the Federal
Trade Commission shall each prescribe, after
consultation as appropriate with representatives
of State insurance authorities designated by the
National Association of Insurance Commis-
sioners, such regulations as may be necessary to
carry out the purposes of this subtitle with re-
spect to the financial institutions subject to
their jurisdiction under section 505.

(2) COORDINATION, CONSISTENCY, AND COM-
PARABILITY.—Each of the agencies and authori-
ties required under paragraph (1) to prescribe
regulations shall consult and coordinate with
the other such agencies and authorities for the
purposes of assuring, to the extent possible, that
the regulations prescribed by each such agency
and authority are consistent and comparable
with the regulations prescribed by the other
such agencies and authorities.

(3) PROCEDURES AND DEADLINE.—Such regula-
tions shall be prescribed in accordance with ap-
plicable requirements of title 5, United States
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Code, and shall be issued in final form not later
than 6 months after the date of the enactment
of this Act.

(b) AUTHORITY TO GRANT EXCEPTIONS.—The
regulations prescribed under subsection (a) may
include such additional exceptions to sub-
sections (a) through (d) of section 502 as are
deemed consistent with the purposes of this sub-
title.

SEC. 505. ENFORCEMENT.

(a) IN GENERAL.—This subtitle and the regula-
tions prescribed thereunder shall be enforced by
the Federal functional regulators, the State in-
surance authorities, and the Federal Trade
Commission with respect to financial institu-
tions and other persons subject to their jurisdic-
tion under applicable law, as follows:

(1) Under section 8 of the Federal Deposit In-
surance Act, in the case of—

(A) national banks, Federal branches and
Federal agencies of foreign banks, and any sub-
sidiaries of such entities (except brokers, deal-
ers, persons providing insurance, investment
companies, and investment advisers), by the Of-
fice of the Comptroller of the Currency;

(B) member banks of the Federal Reserve Sys-
tem (other than national banks), branches and
agencies of foreign banks (other than Federal
branches, Federal agencies, and insured State
branches of foreign banks), commercial lending
companies owned or controlled by foreign
banks, organizations operating under section 25
or 25A of the Federal Reserve Act, and bank
holding companies and their nonbank subsidi-
aries or affiliates (except brokers, dealers, per-
sons providing insurance, investment compa-
nies, and investment advisers), by the Board of
Governors of the Federal Reserve System;

(C) banks insured by the Federal Deposit In-
surance Corporation (other than members of the
Federal Reserve System), insured State branches
of foreign banks, and any subsidiaries of such
entities (except brokers, dealers, persons pro-
viding insurance, investment companies, and in-
vestment advisers), by the Board of Directors of
the Federal Deposit Insurance Corporation; and

(D) savings associations the deposits of which
are insured by the Federal Deposit Insurance
Corporation, and any subsidiaries of such sav-
ings associations (except brokers, dealers, per-
sons providing insurance, investment compa-
nies, and investment advisers), by the Director
of the Office of Thrift Supervision.

(2) Under the Federal Credit Union Act, by
the Board of the National Credit Union Admin-
istration with respect to any federally insured
credit union, and any subsidiaries of such an
entity.

(3) Under the Securities Exchange Act of 1934,
by the Securities and Exchange Commission
with respect to any broker or dealer.

(4) Under the Investment Company Act of
1940, by the Securities and Exchange Commis-
sion with respect to investment companies.

(5) Under the Investment Advisers Act of 1940,
by the Securities and Exchange Commission
with respect to investment advisers registered
with the Commission under such Act.

(6) Under State insurance law, in the case of
any person engaged in providing insurance, by
the applicable State insurance authority of the
State in which the person is domiciled, subject
to section 104 of this Act.

(7) Under the Federal Trade Commission Act,
by the Federal Trade Commission for any other
financial institution or other person that is not
subject to the jurisdiction of any agency or au-
thority under paragraphs (1) through (6) of this
subsection.

(b) ENFORCEMENT OF SECTION 501.—

(1) IN GENERAL.—Except as provided in para-
graph (2), the agencies and authorities described
in subsection (a) shall implement the standards
prescribed under section 501(b) in the same man-
ner, to the extent practicable, as standards pre-
scribed pursuant to section 39(a) of the Federal
Deposit Insurance Act are implemented pursu-
ant to such section.
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(2) EXCEPTION.—The agencies and authorities
described in paragraphs (3), (4), (5), (6), and (7)
of subsection (a) shall implement the standards
prescribed under section 501(b) by rule with re-
spect to the financial institutions and other per-
sons subject to their respective jurisdictions
under subsection (a).

(c) ABSENCE OF STATE ACTION.—If a State in-
surance authority fails to adopt regulations to
carry out this subtitle, such State shall not be
eligible to override, pursuant to section
47(9)(2)(B)(iii) of the Federal Deposit Insurance
Act, the insurance customer protection regula-
tions prescribed by a Federal banking agency
under section 47(a) of such Act.

(d) DEFINITIONS.—The terms used in sub-
section (a)(1) that are not defined in this sub-
title or otherwise defined in section 3(s) of the
Federal Deposit Insurance Act shall have the
same meaning as given in section 1(b) of the
International Banking Act of 1978.

SEC. 506. PROTECTION OF FAIR CREDIT REPORT-
ING ACT.

(a) AMENDMENT.—Section 621 of the Fair
Credit Reporting Act (15 U.S.C. 1681s) is
amended—

(1) in subsection (d), by striking everything
following the end of the second sentence; and

(2) by striking subsection (e) and inserting the
following:

“‘(e) REGULATORY AUTHORITY.—

““(1) The Federal banking agencies referred to
in paragraphs (1) and (2) of subsection (b) shall
jointly prescribe such regulations as necessary
to carry out the purposes of this Act with re-
spect to any persons identified under para-
graphs (1) and (2) of subsection (b), and the
Board of Governors of the Federal Reserve Sys-
tem shall have authority to prescribe regulations
consistent with such joint regulations with re-
spect to bank holding companies and affiliates
(other than depository institutions and con-
sumer reporting agencies) of such holding com-
panies.

““(2) The Board of the National Credit Union
Administration shall prescribe such regulations
as necessary to carry out the purposes of this
Act with respect to any persons identified under
paragraph (3) of subsection (b).”".

(b) CONFORMING AMENDMENT.—Section 621(a)
of the Fair Credit Reporting Act (15 U.S.C.
1681s(a)) is amended by striking paragraph (4).

(c) RELATION TO OTHER PROVISIONS.—Except
for the amendments made by subsections (a) and
(b), nothing in this title shall be construed to
modify, limit, or supersede the operation of the
Fair Credit Reporting Act, and no inference
shall be drawn on the basis of the provisions of
this title regarding whether information is
transaction or experience information under sec-
tion 603 of such Act.

SEC. 507. RELATION TO STATE LAWS.

(@) IN GENERAL.—This subtitle and the
amendments made by this subtitle shall not be
construed as superseding, altering, or affecting
any statute, regulation, order, or interpretation
in effect in any State, except to the extent that
such statute, regulation, order, or interpretation
is inconsistent with the provisions of this sub-
title, and then only to the extent of the incon-
sistency.

(b) GREATER PROTECTION UNDER STATE
LAw.—For purposes of this section, a State stat-
ute, regulation, order, or interpretation is not
inconsistent with the provisions of this subtitle
if the protection such statute, regulation, order,
or interpretation affords any person is greater
than the protection provided under this subtitle
and the amendments made by this subtitle, as
determined by the Federal Trade Commission,
after consultation with the agency or authority
with jurisdiction under section 505(a) of either
the person that initiated the complaint or that
is the subject of the complaint, on its own mo-
tion or upon the petition of any interested
party.
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SEC. 508. STUDY OF INFORMATION SHARING
AMONG FINANCIAL AFFILIATES.

(@) IN GENERAL.—The Secretary of the Treas-
ury, in conjunction with the Federal functional
regulators and the Federal Trade Commission,
shall conduct a study of information sharing
practices among financial institutions and their
affiliates. Such study shall include—

(1) the purposes for the sharing of confiden-
tial customer information with affiliates or with
nonaffiliated third parties;

(2) the extent and adequacy of security pro-
tections for such information;

(3) the potential risks for customer privacy of
such sharing of information;

(4) the potential benefits for financial institu-
tions and affiliates of such sharing of informa-
tion;

(5) the potential benefits for customers of such
sharing of information;

(6) the adequacy of existing laws to protect
customer privacy;

(7) the adequacy of financial institution pri-
vacy policy and privacy rights disclosure under
existing law;

(8) the feasibility of different approaches, in-
cluding opt-out and opt-in, to permit customers
to direct that confidential information not be
shared with affiliates and nonaffiliated third
parties; and

(9) the feasibility of restricting sharing of in-
formation for specific uses or of permitting cus-
tomers to direct the uses for which information
may be shared.

(b) CONSULTATION.—The Secretary shall con-
sult with representatives of State insurance au-
thorities designated by the National Association
of Insurance Commissioners, and also with fi-
nancial services industry, consumer organiza-
tions and privacy groups, and other representa-
tives of the general public, in formulating and
conducting the study required by subsection (a).

(c) REPORT.—On or before January 1, 2002,
the Secretary shall submit a report to the Con-
gress containing the findings and conclusions of
the study required under subsection (a), to-
gether with such recommendations for legisla-
tive or administrative action as may be appro-
priate.

SEC. 509. DEFINITIONS.

As used in this subtitle:

(1) FEDERAL BANKING AGENCY.—The term
““Federal banking agency’ has the same mean-
ing as given in section 3 of the Federal Deposit
Insurance Act.

(2) FEDERAL FUNCTIONAL REGULATOR.—The
term “‘Federal functional regulator’” means—

(A) the Board of Governors of the Federal Re-
serve System;

(B) the Office of the Comptroller of the Cur-
rency;

(C) the Board of Directors of the Federal De-
posit Insurance Corporation;

(D) the Director of the Office of Thrift Super-
vision;

(E) the National Credit Union Administration
Board; and

(F) the Securities and Exchange Commission.

(3) FINANCIAL INSTITUTION.—

(A) IN GENERAL.—The term ““financial institu-
tion”” means any institution the business of
which is engaging in financial activities as de-
scribed in section 4(k) of the Bank Holding Com-
pany Act of 1956.

(B) PERSONS SUBJECT TO CFTC REGULATION.—
Notwithstanding subparagraph (A), the term
“financial institution”” does not include any
person or entity with respect to any financial
activity that is subject to the jurisdiction of the
Commodity Futures Trading Commission under
the Commodity Exchange Act.

(C) FARM CREDIT INSTITUTIONS.—Notwith-
standing subparagraph (A), the term “‘financial
institution’ does not include the Federal Agri-
cultural Mortgage Corporation or any entity
chartered and operating under the Farm Credit
Act of 1971.

(D) OTHER SECONDARY MARKET INSTITU-
TIONS.—Notwithstanding subparagraph (A), the
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term ““financial institution’’ does not include in-
stitutions chartered by Congress specifically to
engage in transactions described in section
502(e)(1)(C), as long as such institutions do not
sell or transfer nonpublic personal information
to a nonaffiliated third party.

(4) NONPUBLIC PERSONAL INFORMATION.—

(A) The term ‘‘nonpublic personal informa-
tion” means personally identifiable financial
information—

(i) provided by a consumer to a financial in-
stitution;

(ii) resulting from any transaction with the
consumer or any service performed for the con-
sumer; or

(iii) otherwise obtained by the financial insti-
tution.

(B) Such term does not include publicly avail-
able information, as such term is defined by the
regulations prescribed under section 504.

(C) Notwithstanding subparagraph (B), such
term—

(i) shall include any list, description, or other
grouping of consumers (and publicly available
information pertaining to them) that is derived
using any nonpublic personal information other
than publicly available information; but

(ii) shall not include any list, description, or
other grouping of consumers (and publicly
available information pertaining to them) that is
derived without using any nonpublic personal
information.

(5) NONAFFILIATED THIRD PARTY.—The term
“nonaffiliated third party’” means any entity
that is not an affiliate of, or related by common
ownership or affiliated by corporate control
with, the financial institution, but does not in-
clude a joint employee of such institution.

(6) AFFILIATE.—The term ‘‘affiliate’”” means
any company that controls, is controlled by, or
is under common control with another company.

(7) NECESSARY TO EFFECT, ADMINISTER, OR EN-
FORCE.—The term ‘‘as necessary to effect, ad-
minister, or enforce the transaction’ means—

(A) the disclosure is required, or is a usual,
appropriate, or acceptable method, to carry out
the transaction or the product or service busi-
ness of which the transaction is a part, and
record or service or maintain the consumer’s ac-
count in the ordinary course of providing the fi-
nancial service or financial product, or to ad-
minister or service benefits or claims relating to
the transaction or the product or service busi-
ness of which it is a part, and includes—

(i) providing the consumer or the consumer’s
agent or broker with a confirmation, statement,
or other record of the transaction, or informa-
tion on the status or value of the financial serv-
ice or financial product; and

(ii) the accrual or recognition of incentives or
bonuses associated with the transaction that are
provided by the financial institution or any
other party;

(B) the disclosure is required, or is one of the
lawful or appropriate methods, to enforce the
rights of the financial institution or of other
persons engaged in carrying out the financial
transaction, or providing the product or service;

(C) the disclosure is required, or is a usual,
appropriate, or acceptable method, for insur-
ance underwriting at the consumer’s request or
for reinsurance purposes, or for any of the fol-
lowing purposes as they relate to a consumer’s
insurance: account administration, reporting,
investigating, or preventing fraud or material
misrepresentation, processing premium pay-
ments, processing insurance claims, admin-
istering insurance benefits (including utilization
review activities), participating in research
projects, or as otherwise required or specifically
permitted by Federal or State law; or

(D) the disclosure is required, or is a usual,
appropriate or acceptable method, in connection
with—

(i) the authorization, settlement, billing, proc-
essing, clearing, transferring, reconciling, or
collection of amounts charged, debited, or other-
wise paid using a debit, credit or other payment
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card, check, or account number, or by other
payment means;

(ii) the transfer of receivables, accounts or in-
terests therein; or

(iii) the audit of debit, credit or other payment
information.

(8) STATE INSURANCE AUTHORITY.—The term
“‘State insurance authority’” means, in the case
of any person engaged in providing insurance,
the State insurance authority of the State in
which the person is domiciled.

(9) CONSUMER.—The term ‘‘consumer’” means
an individual who obtains, from a financial in-
stitution, financial products or services which
are to be used primarily for personal, family, or
household purposes, and also means the legal
representative of such an individual.

(10) JOINT AGREEMENT.—The term “joint
agreement”” means a formal written contract
pursuant to which two or more financial insti-
tutions jointly offer, endorse, or sponsor a fi-
nancial product or service, and as may be fur-
ther defined in the regulations prescribed under
section 504.

(11) CUSTOMER RELATIONSHIP.—The term
“time of establishing a customer relationship”
shall be defined by the regulations prescribed
under section 504, and shall, in the case of a fi-
nancial institution engaged in extending credit
directly to consumers to finance purchases of
goods or services, mean the time of establishing
the credit relationship with the consumer.

SEC. 510. EFFECTIVE DATE.

This subtitle shall take effect 6 months after
the date on which rules are required to be pre-
scribed under section 504(a)(3), except—

(1) to the extent that a later date is specified
in the rules prescribed under section 504; and

(2) that sections 504 and 506 shall be effective
upon enactment.

Subtitle B—Fraudulent Access to Financial

Information
SEC. 521. PRIVACY PROTECTION FOR CUSTOMER
INFORMATION OF FINANCIAL INSTI-
TUTIONS.

(a) PROHIBITION ON OBTAINING CUSTOMER IN-
FORMATION BY FALSE PRETENSES.—It shall be a
violation of this subtitle for any person to ob-
tain or attempt to obtain, or cause to be dis-
closed or attempt to cause to be disclosed to any
person, customer information of a financial in-
stitution relating to another person—

(1) by making a false, fictitious, or fraudulent
statement or representation to an officer, em-
ployee, or agent of a financial institution;

(2) by making a false, fictitious, or fraudulent
statement or representation to a customer of a
financial institution; or

(3) by providing any document to an officer,
employee, or agent of a financial institution,
knowing that the document is forged, counter-
feit, lost, or stolen, was fraudulently obtained,
or contains a false, fictitious, or fraudulent
statement or representation.

(b) PROHIBITION ON SOLICITATION OF A PER-
SON TO OBTAIN CUSTOMER INFORMATION FROM
FINANCIAL INSTITUTION UNDER FALSE PRE-
TENSES.—It shall be a violation of this subtitle to
request a person to obtain customer information
of a financial institution, knowing that the per-
son will obtain, or attempt to obtain, the infor-
mation from the institution in any manner de-
scribed in subsection (a).

(c) NONAPPLICABILITY TO LAW ENFORCEMENT
AGENCIES.—No provision of this section shall be
construed so as to prevent any action by a law
enforcement agency, or any officer, employee, or
agent of such agency, to obtain customer infor-
mation of a financial institution in connection
with the performance of the official duties of the
agency.

(d) NONAPPLICABILITY TO FINANCIAL INSTITU-
TIONS IN CERTAIN CASeS.—No provision of this
section shall be construed so as to prevent any
financial institution, or any officer, employee,
or agent of a financial institution, from obtain-
ing customer information of such financial insti-
tution in the course of—
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(1) testing the security procedures or systems
of such institution for maintaining the con-
fidentiality of customer information;

(2) investigating allegations of misconduct or
negligence on the part of any officer, employee,
or agent of the financial institution; or

(3) recovering customer information of the fi-
nancial institution which was obtained or re-
ceived by another person in any manner de-
scribed in subsection (a) or (b).

(e) NONAPPLICABILITY TO INSURANCE INSTITU-
TIONS FOR  INVESTIGATION OF  INSURANCE
FRAUD.—No provision of this section shall be
construed so as to prevent any insurance insti-
tution, or any officer, employee, or agency of an
insurance institution, from obtaining informa-
tion as part of an insurance investigation into
criminal activity, fraud, material misrepresenta-
tion, or material nondisclosure that is author-
ized for such institution under State law, regu-
lation, interpretation, or order.

(f) NONAPPLICABILITY TO CERTAIN TYPES OF
CUSTOMER INFORMATION OF FINANCIAL INSTITU-
TIONS.—No provision of this section shall be
construed so as to prevent any person from ob-
taining customer information of a financial in-
stitution that otherwise is available as a public
record filed pursuant to the securities laws (as
defined in section 3(a)(47) of the Securities Ex-
change Act of 1934).

(g) NONAPPLICABILITY TO COLLECTION OF
CHILD SUPPORT JUDGMENTS.—No provision of
this section shall be construed to prevent any
State-licensed private investigator, or any offi-
cer, employee, or agent of such private investi-
gator, from obtaining customer information of a
financial institution, to the extent reasonably
necessary to collect child support from a person
adjudged to have been delinquent in his or her
obligations by a Federal or State court, and to
the extent that such action by a State-licensed
private investigator is not unlawful under any
other Federal or State law or regulation, and
has been authorized by an order or judgment of
a court of competent jurisdiction.

SEC. 522. ADMINISTRATIVE ENFORCEMENT.

(a) ENFORCEMENT BY FEDERAL TRADE COM-
MISSION.—Except as provided in subsection (b),
compliance with this subtitle shall be enforced
by the Federal Trade Commission in the same
manner and with the same power and authority
as the Commission has under the Fair Debt Col-
lection Practices Act to enforce compliance with
such Act.

(b) ENFORCEMENT BY OTHER AGENCIES IN CER-
TAIN CASES.—

(1) IN GENERAL.—Compliance with this subtitle
shall be enforced under—

(A) section 8 of the Federal Deposit Insurance
Act, in the case of—

(i) national banks, and Federal branches and
Federal agencies of foreign banks, by the Office
of the Comptroller of the Currency;

(ii) member banks of the Federal Reserve Sys-
tem (other than national banks), branches and
agencies of foreign banks (other than Federal
branches, Federal agencies, and insured State
branches of foreign banks), commercial lending
companies owned or controlled by foreign
banks, and organizations operating under sec-
tion 25 or 25A of the Federal Reserve Act, by the
Board;

(iii) banks insured by the Federal Deposit In-
surance Corporation (other than members of the
Federal Reserve System and national non-
member banks) and insured State branches of
foreign banks, by the Board of Directors of the
Federal Deposit Insurance Corporation; and

(iv) savings associations the deposits of which
are insured by the Federal Deposit Insurance
Corporation, by the Director of the Office of
Thrift Supervision; and

(B) the Federal Credit Union Act, by the Ad-
ministrator of the National Credit Union Admin-
istration with respect to any Federal credit
union.

(2) VIOLATIONS OF THIS SUBTITLE TREATED AS
VIOLATIONS OF OTHER LAWS.—For the purpose of
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the exercise by any agency referred to in para-
graph (1) of its powers under any Act referred
to in that paragraph, a violation of this subtitle
shall be deemed to be a violation of a require-
ment imposed under that Act. In addition to its
powers under any provision of law specifically
referred to in paragraph (1), each of the agen-
cies referred to in that paragraph may exercise,
for the purpose of enforcing compliance with
this subtitle, any other authority conferred on
such agency by law.

SEC. 523. CRIMINAL PENALTY.

(a) IN GENERAL.—Whoever knowingly and in-
tentionally violates, or knowingly and inten-
tionally attempts to violate, section 521 shall be
fined in accordance with title 18, United States
Code, or imprisoned for not more than 5 years,
or both.

(b) ENHANCED PENALTY FOR AGGRAVATED
CASEs.—Whoever violates, or attempts to vio-
late, section 521 while violating another law of
the United States or as part of a pattern of any
illegal activity involving more than $100,000 in a
12-month period shall be fined twice the amount
provided in subsection (b)(3) or (c)(3) (as the
case may be) of section 3571 of title 18, United
States Code, imprisoned for not more than 10
years, or both.

SEC. 524. RELATION TO STATE LAWS.

(&) IN GENERAL.—This subtitle shall not be
construed as superseding, altering, or affecting
the statutes, regulations, orders, or interpreta-
tions in effect in any State, except to the extent
that such statutes, regulations, orders, or inter-
pretations are inconsistent with the provisions
of this subtitle, and then only to the extent of
the inconsistency.

(b) GREATER PROTECTION UNDER STATE
LAw.—For purposes of this section, a State stat-
ute, regulation, order, or interpretation is not
inconsistent with the provisions of this subtitle
if the protection such statute, regulation, order,
or interpretation affords any person is greater
than the protection provided under this subtitle
as determined by the Federal Trade Commission,
after consultation with the agency or authority
with jurisdiction under section 522 of either the
person that initiated the complaint or that is the
subject of the complaint, on its own motion or
upon the petition of any interested party.

SEC. 525. AGENCY GUIDANCE.

In furtherance of the objectives of this sub-
title, each Federal banking agency (as defined
in section 3(z) of the Federal Deposit Insurance
Act), the National Credit Union Administration,
and the Securities and Exchange Commission or
self-regulatory organizations, as appropriate,
shall review regulations and guidelines applica-
ble to financial institutions under their respec-
tive jurisdictions and shall prescribe such revi-
sions to such regulations and guidelines as may
be necessary to ensure that such financial insti-
tutions have policies, procedures, and controls
in place to prevent the unauthorized disclosure
of customer financial information and to deter
and detect activities proscribed under section
521.

SEC. 526. REPORTS.

(a) REPORT TO THE CONGRESS.—Before the end
of the 18-month period beginning on the date of
the enactment of this Act, the Comptroller Gen-
eral, in consultation with the Federal Trade
Commission, Federal banking agencies, the Na-
tional Credit Union Administration, the Securi-
ties and Exchange Commission, appropriate
Federal law enforcement agencies, and appro-
priate State insurance regulators, shall submit
to the Congress a report on the following:

(1) The efficacy and adequacy of the remedies
provided in this subtitle in addressing attempts
to obtain financial information by fraudulent
means or by false pretenses.

(2) Any recommendations for additional legis-
lative or regulatory action to address threats to
the privacy of financial information created by
attempts to obtain information by fraudulent
means or false pretenses.
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(b) ANNUAL REPORT BY ADMINISTERING AGEN-
CIES.—The Federal Trade Commission and the
Attorney General shall submit to Congress an
annual report on number and disposition of all
enforcement actions taken pursuant to this sub-
title.

SEC. 527. DEFINITIONS.

For purposes of this subtitle, the following
definitions shall apply:

(1) CuSTOMER.—The term ‘‘customer’ means,
with respect to a financial institution, any per-
son (or authorized representative of a person) to
whom the financial institution provides a prod-
uct or service, including that of acting as a fi-
duciary.

(2) CUSTOMER INFORMATION OF A FINANCIAL
INSTITUTION.—The term ‘‘customer information
of a financial institution”” means any informa-
tion maintained by or for a financial institution
which is derived from the relationship between
the financial institution and a customer of the
financial institution and is identified with the
customer.

(3) DOCUMENT.—The term ‘‘document’ means
any information in any form.

(4) FINANCIAL INSTITUTION.—

(A) IN GENERAL.—The term ‘“‘financial institu-
tion”” means any institution engaged in the
business of providing financial services to cus-
tomers who maintain a credit, deposit, trust, or
other financial account or relationship with the
institution.

(B) CERTAIN FINANCIAL INSTITUTIONS SPECIFI-
CALLY INCLUDED.—The term ‘“‘financial institu-
tion”” includes any depository institution (as de-
fined in section 19(b)(1)(A) of the Federal Re-
serve Act), any broker or dealer, any investment
adviser or investment company, any insurance
company, any loan or finance company, any
credit card issuer or operator of a credit card
system, and any consumer reporting agency
that compiles and maintains files on consumers
on a nationwide basis (as defined in section
603(p) of the Consumer Credit Protection Act).

(C) SECURITIES INSTITUTIONS.—For purposes of
subparagraph (B)—

(i) the terms ‘‘broker”” and ‘‘dealer’” have the
same meanings as given in section 3 of the Secu-
rities Exchange Act of 1934 (15 U.S.C. 78c);

(ii) the term ‘“‘investment adviser’” has the
same meaning as given in section 202(a)(11) of
the Investment Advisers Act of 1940 (15 U.S.C.
80b-2(a)); and

(iii) the term “‘investment company’ has the
same meaning as given in section 3 of the In-
vestment Company Act of 1940 (15 U.S.C. 80a-3).

(D) CERTAIN PERSONS AND ENTITIES SPECIFI-
CALLY EXCLUDED.—The term “‘financial institu-
tion’” does not include any person or entity with
respect to any financial